Guide to Returns Based
on a Combined Report

State of Alaska
Department of Revenue



Alaska Corporate Net Income T ax
GUIDE TO RETURNSBASED ON A COMBINED REPORT

CONTENTS
Introduction
Allocation and Apportionment
Unitary Business Concept
The Combined Report
Combined Report vs. Separate Company Income
Combined Report vs. Consolidated Return
Alaska Returns vs. Federa Returns
Contents of a Combined Report
Example of Return Using a Combined Report
Steps in Preparing an Alaska Return Based
on a Combined Report

WWNNNNRE PR

w

Step 1: Identify the Combined Group

Step 2: Combined Statement of Income or Loss

Step 3: Alaska Modifications

Step 4: Remove Federal Values of Alaska ltems

Step 5: Allocation and Apportionment

Step 6: Calculate Taxable Income

Step 7: Calculate Tax, Credits, and Other Taxes
Consolidated Returns Based Upon a Combined Report
Example of Consolidated Return Based on a Combined Report 15

Hoouohsbhow

Appendix A: Completed tax return for Corporation A
Appendix B: Completed tax return for Corporation C
Appendix C: Completed consolidated return for Corporations
A andC.
IF YOU NEED HELP

If you have questions not addressed in this guide or in the instructions to
the Corporation Net Income Tax Return (Form 04-611), or require other
assistance, contact the department at:

(907) 465-2320 Juneau

(907) 269-6620 Anchorage

INTRODUCTION
This booklet provides guidance in preparing Alaska Corporation
Net Income Tax returns using the combined method of reporting.
It covers returns of single corporate taxpayers as well as
consolidated returns of two or more corporations doing businessin
Alaska.

The discussions in this booklet cover several aspects of Alaska law
regarding the preparation of returns using a combined report. The
examples and discussions of Alaska items, alternative minimum
tax, and other computations are limited to this purpose and should
not be relied on as a complete review of the applicable statutes and
regulations.

The discussions and examples are based upon a water's edge
combination in which Alaska limits combination to the water's
edge group. Generally, the water's edge group consists of all
unitary corporations whose U.S. factor values are 20% or greater.
Oil and Gas taxpayers must combine their world-wide unitary
business; all other taxpayers using the combined reporting method
must file using a water’ s edge combination.

ALLOCATION AND APPORTIONMENT
Corporations deriving income from sources within and outside of
Alaska must determine their Alaska tax liability based upon
income derived from Alaska. That portion of a corporation’s
income derived from Alaska is determined by allocation and
apportionment. Business income is attributed to Alaska by
apportionment. Non-business income is allocated to a specific
place based upon the source of the income. Generally, non-
business income from intangibles is allocated to the corporation’s
state of commercial domicile. Non-business income from tangible
property is normally allocable to the state where the property is
located.

Alaska applies both the transactional and functional tests of
businessincome. Income resulting from transactions or activities
that are within the regular course of the taxpayer’'s trade or
business is business income. Income from tangible or intangible
property is business income, if the acquisition, management, and
disposition of the property constitute integral parts of the
taxpayer’s regular trade or business. Income meeting either the
functional or the transactional test is business income. Income
from transactions or activity that are unusual or infrequent is not
considered non-business income solely because of the unusual or
infrequent nature of the income, activity, or transaction.

UNITARY BUSINESS CONCEPT

Under the unitary business concept, all of the elements comprising

a single enterprise are viewed as a whole or “unit.” The business

income from all activities of a unitary business comprise the
income of the unitary business. Where the unitary business is

conducted by two or more commonly controlled corporations, the
business income of each corporation must be combined to
determine the business income of the unitary business.

A business is unitary if the entities involved are under common
direction (formal or informal) and activities within and without
Alaska are contributory and complimentary in nature such that
profits of the group are inextricably related. Tests of unity include
functional integration, centralized management, and economies of
scale.

Determination of whether the activities congtitute a unitary trade
or business depends on the facts of each case. The following
factors are considered to be indications of a unitary trade or
business. The presence of any of these factors creates a
presumption that the activities constitute a single trade or
business.

1. SAME TYPE OF BUSINESS. Corporations are
generally engaged in a unitary trade or business when the
activities are in the same genera line of business. For
example, corporations that operate a chain(s) of retail
grocery stores are almost always engaged in a unitary
business.
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STEPS IN A VERTICAL PROCESS. Corporations
are engaged in a unitary trade or business when engaged
in different steps in a vertical process. For example,
corporations that explore for and mine copper ores,
concentrate, smelt and refine copper ores; and fabricate
the refined copper into consumer products are engaged in
a unitary trade or business regardless of the fact that the
various steps in the process are operated substantially
independently of each other and with only general
supervision from the executive offices.

3. STRONG CENTRALIZED MANAGEMENT.
Corporations that might otherwise be considered as
engaged in more than one unitary trade or business are
engaged in one unitary trade or business when there is
strong centralized management. Some indications of
strong centralized management are: (a) the existence of
centralized departments that perform the normal
functions that a truly independent business would
perform by itself, such as accounting, personnel,
insurance, legal, purchasing, advertising or financing; or
(b) centralized executive officers who are involved in
planning, operations or coordination.

THE COMBINED REPORT

The combined report is not atax return. Combined reporting is a
method of assigning income between the taxing jurisdictions in
which a unitary business is conducted. =~ A corporation doing
business in Alaska uses the combined reporting method to
determine its income derived from Alaska and subject to tax by
Alaska. In acombined report, the business income of al members
of the unitary group, including unitary corporations doing
business solely outside of Alaska, is aggregated and then
apportioned to Alaska. With the exception of Oil and Gas
taxpayers, the standard three factor formula of property, payroll,
and sales is used to apportion income to Alaska. Refer to AS
43.19 and 15 AAC 19.

COMBINED REPORT INCOME VS. SEPARATE

COMPANY INCOME
In contrast to the combined reporting method, a corporation that
is not engaged in a unitary business with another corporation, or
where the unitary business is conducted solely within Alaska,
would determine its taxable income on a separate company basis.
Under these circumstances, the corporation’s Alaska taxable
income is, generdly, its federal taxable income after Alaska
modifications. Where the entire business is conducted within
Alaska, there is no need to combine and apportion the business
income of the unitary group in order to measure the income
earned in Alaska Likewise, where a unitary business is
conducted by a single corporation, that corporation may not use
combined reporting. This taxpayer must apportion its separate
company income to Alaska if it conducts business both within and
without the state.

COMBINED REPORT VS. CONSOLIDATED RETURN
Combined reporting is sometimes confused with a consolidated
return. The difference in many situations is not dramatic and
may even appear academic. However, combined reporting and
consolidated filings are two distinct concepts that should be
differentiated. The combined report is a method used to
determine the taxpayer's income earned in Alaska. In a
consolidated return, the taxable income of two or more taxpayers
is consolidated into a single return. Where the corporations are
part of a unitary business conducted within and without Alaska,
the taxable income of each taxpayer is determined using a
combined report and the incomes of the individual taxpayers are
then consolidated into a single return. Where the unitary business
of two or more Alaska taxpayers is conducted solely in Alaska,
combined reporting is not applicable and the taxable incomes,
separate company income, of the individual taxpayers are
consolidated into a single return. Consolidated returns are
discussed in more detail on page 15.

ALASKA RETURNSBASED UPON A COMBINED
REPORT VS. FEDERAL RETURNS
Alaska adopts significant portions of the Internal Revenue Code
as Alaska law. Alaska regulations specify that apportionable
income is based upon federal income, accounting methods,
elections, and tax attributes. Therefore, the federal income or loss
of a domestic corporation is the basis for reporting its income on
an Alaska return. Generally, differences between the taxpayer’s
federal and Alaskaincome can be categorized as follows:

1. State modifications create differences between federal and
Alaska taxable income. For example, Alaska does not alow
deductions for taxes based on or measured by net income.
Modifications are applicable to all taxpayers. Taxpayers who
use a combined report must modify the combined federa
taxable income of the entire unitary business.

2. Combination and apportionment can produce dramatic
deviations from the taxpayer's federal taxable income. A
domestic corporation will spend its entire life as a federa
taxpaying entity and pay tax on its entire net income
wherever earned. By contrast, the corporation may move into
or out of Alaska s tax jurisdiction based upon the business
activities it chooses to conduct within Alaska. Only a portion
of its federal taxable income, or a portion of its unitary
business federal taxable income, is taxed by Alaska and only
during the years in which it does business in Alaska
Therefore, a corporation’s federal taxable income may differ
significantly from its Alaska taxable income.

3. State/federal differences are compounded in applying certain
statutory limitations or allowances. A secondary state/federal
difference is produced when the computation of an item of
income is dependent upon other components and those
components have themselves been affected by state/federal



Alaska Corporate Net Income Tax
GUIDE TO RETURNSBASED ON A COMBINED REPORT

differences. For example, the corporate charitable
contributions deduction is limited to 10% of taxable income
before charitable contributions, the dividends-received
deduction, and net operating and capital loss carryovers. A
taxpayer's state taxable income before charitable
contributions, the dividends-received deduction, and loss
carryovers will normally differ from that measure of income
on its federal return. Accordingly, the contribution deduction
limitation will differ between the state and federal returns.

Differences arising from this last category are referred to in this
booklet as “Alaskaitems.” Alaskaitems include items of income
or loss that, like their federal counterparts, are limited by or
dependent upon Alaska taxable income, the allocated and
apportioned value of the item itself, or on another component of
Alaska taxable income. Put another way, Alaska items refer to
items of income or deduction that must be measured or limited
based upon Alaska income or loss. Under the combined method
of reporting, Alaska items must be determined after allocation and
apportionment. These items must be removed from income and
reinstated at their appropriate Alaska value after alocation and
apportionment. Examples include net capital gain, Section 1231
gain or loss, the current charitable contribution deduction, the
Alaska dividends-received deduction, and carryover losses or
deductions.

The above is not a complete list of differences that may arise
between federal and Alaska taxable income.

CONTENTSOF A COMBINED REPORT

A combined report should contain the following:

- A combined profit and loss statement in columnar format
disclosing each unitary corporation’s income or loss.
The format should be that of the Form 1120.

- A schedule in columnar format disclosing the
adjustments and state modifications for each corporation
to arrive at apportionable business income. This
schedule will include state modifications for federa
interest, taxes based upon or measured by net income,
non-business income and related expenses, and the
removal of separately computed charitable contributions
and the gains and losses used to determine net capital
gain or loss.

- A combined apportionment formula in columnar format
disclosing for each corporation the total amount of
property, payroll, and sales and the amount of Alaska
property, payroll, and sales.

- A schedule in columnar format disclosing for each
corporation any items of non-business income or expense
allocated to Alaska.

- Schedules in columnar format showing the computation
of income allocated and apportioned to Alaska including
the computation of Alaskaitems.

EXAMPLE OF RETURNSBASED
ON A COMBINED REPORT

In this example, two Alaska taxpayers are engaged in a common
unitary business with other corporations.  Alaska regulations
require these two taxpayers to file a consolidated Alaska return
because they join in filing a federal consolidated return and
engage in a common unitary business. However, complete
individual company returns are illustrated first, followed by the
consolidated return of the two taxpayers, in order to more fully
illustrate Alaska returns based on a combined report.

Completed corporate income tax forms for Corporations A and C
can be found in Appendixes A and B. Completed corporate
income tax forms for the consolidated return of Corporations A
and C are at Appendix C.

STEPSIN PREPARING AN ALASKA RETURN BASED
UPON A COMBINED REPORT

1) I dentify the Combined Group

2) Combine Federal Taxable Income

3) Make Alaska M odifications

4) Remove Federal Values of Alaska Items

5) Allocate and Apportion Combined Income and Alaska
[tems

6) Calculate Taxable Income from Allocated and Apportioned
Income and Deductions

7) Calculate Tax, Other Taxes, and Credits

STEP 1: IDENTIFY THE COMBINED GROUP
Corporations A, B, C, D, and E are engaged in a unitary business
of manufacturing and selling tangible personal property.
Corporations A, B, and C are domestic corporations that file a
consolidated federal return. Corporation A owns 100% of both B
and C. Corporation D is a domestic corporation 60% owned by
Corporation C. Corporation A owns 99% of Corporation Ewhich
is incorporated outside of the United States.  The federal taxable
income of the unitary group is shown on Worksheet 1. (Page 8)

Corporation A owns natural resources, maintains an office, and
employs sales, customer service, and a small administrative staff
within Alaska. Corporation C operates a manufacturing facility
within Alaska. CorporationsB, D, and E do not conduct business
within Alaska beyond that which is protected by Public Law 86-
272. Corporation Cisdomiciled in Alaska. Corporation A, along
with the remainder of the group, is domiciled in another state or
country.

Refer to Worksheet 2 (Page 8). Corporation B conducts
substantially all of its business outside of the United States and its
average U.S. factor islessthan 20%. The remaining corporations
of the group have average U.S. factors of 20% or more and are
included in the water’s edge group under AS 43.20.073(a). The
U.S. factors of each corporation are individually measured using
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normal apportionment factor rules; intercompany sales, profits,
and gains or losses between the corporations are not eliminated.
The water’ s edge group consists of Corporations A, C, D, and E.
Corporation B may not be included in the combined report
because its average U.S. factor is less than 20% and it does not
meet any other requirement of AS 43.20.073(a). The group
contains two Alaska taxpayers, Corporations A and C.

Corporations A and C are required to file a consolidated Alaska
return because they engage in a common unitary business and file
a consolidated federal return. Separate Alaska returns of
Corporation A and C are provided first, followed by the
consolidated return in order to better illustrate the preparation of a
return based upon combined reporting.

STEP 2: COMBINED STATEMENT OF INCOME OR LOSS
Worksheet 3 (Page 9) combines the federal taxable income of the
group and reflects intercompany eliminations and adjustments.
Generally, the federal taxable income of each member of the
combined group is its federal taxable income as reported on line
28 of the Form 1120. Refer to Alaska regulation 15 AAC 20.300
for guidance on reporting the income of foreign corporations that
are included in the combined report.

Where the unitary group members are also members of a federal
consolidated group, the combined report should reflect an
accounting for intercompany items by the method used in the
federal consolidation. The intercompany profit residing in
inventory on December 31, 1997 isreinstated to combined income
and the intercompany profit residing in inventory on December
31, 1998 is eliminated for a net adjustment of ($30,000).
Corporation A’s $300,000 gain from the sale of equipment to
Corporation E is deferred and Corporation E's depreciation
expense attributable to this gain (basis) is not allowed.

STEPS3and 4 MAKE ALASKA MODIFICATIONSAND
REMOVE FEDERAL VALUESOF ALASKA ITEMS
Worksheet 4 (page 10) makes modifications and removes the
federal valuesof “Alaskaitems’ from combined federal taxable
income.

State M odifications
Alaska requires certain modifications to federal taxable income in
order to arrive at Alaska taxable income. Alaska requires the
following modifications, which are common among many states:

- Taxes based upon or measured by net income may not be
deducted and must be added back to the extent included as a
deduction in federa taxable income.

- Non-business income and expenses incurred to generate non-
business income must be removed from apportionable income.

- Interest earned from direct obligations of the United States is not
taxed by Alaska and must be removed from income to the extent
included therein.

Modifications peculiar to Alaska include:

- Alaska Education Credit contributions may not be deducted to
the extent that they are included in the Alaska credit base. In this
example, Corporation C contributed $250,000 to qualified Alaska
universities.  Only the first $200,000 of these contributions
qualifies for the Alaska Education Credit and may not be deducted
by Corporation C or any other taxpayer. This modification is
applied in the measure of the taxpayer's Alaska charitable
contribution deduction.

- Eighty percent (80%) of dividend and royalty income received
from foreign corporations may be excluded under AS
43.20.073(b). The 20% that remains in apportionable income is
in lieu of expense attribution to the excluded dividend or royalty.
The remaining 20% of an excluded dividend is not eligible for a
dividends-received deduction.

- Section 78 gross-up income is not taxed by Alaska and should be
removed to the extent included in combined income before state
modifications and adjustments.

Segregate Alaska Items

Remove from combined income before state modifications and
adjustments, al components of net capital gain or loss, including
Section 1231 gain or loss, charitable contributions, and dividends
eligible for the dividends received deduction. The Alaska
counterpart to these tax attributes are determined and reflected in

taxable income after allocation and apportionment. Care must be
taken not to duplicate or omit adjustments for items that are also

subject to Alaska modifications or other adjustments. Segregate
only the apportionable Alaska items, do not duplicate the removal

of non-businessitems.

Capital and Section 1231 Gains and L osses

Alaska taxes net capital gain at a maximum rate of 4.5%. Alaska
does not alow a deduction for a net capital loss. The taxpayer's
Alaska net capital gain or loss will often differ from its federal
gain or loss due to combination and/or allocation and
apportionment. Therefore, the gains and losses that play a part in
determining the taxpayer's net capital gain or loss must be
segregated and the taxable amount and character of the gains and
losses determined after allocation and apportionment. In the
example, the combined capital gain net income of the unitary
group is $500,000 (Refer to Worksheet 6C on Page 12). However,
$80,000 of non-business capital gain net income has already been
removed from apportionable income. Only the remaining
$420,000 of capital gain net income is removed to arrive at
apportionable income before Alaska items.  Refer to Worksheet
6C.



Alaska Corporate Net Income T ax
GUIDE TO RETURNSBASED ON A COMBINED REPORT

Section 1231 gains and losses are a component of capital gain net
income and must be removed from apportionable income. Any
net Section 1231 gains included in capital gain net income on line
8 of the Form 1120 have aready been removed from
apportionable income. Remove the Section 1231 gain or loss
included in line 9 of Form 1120. Be careful to include Section
1231 gains that are treated as ordinary gains on the federal return
asthe result of prior years non-recaptured net Section 1231 |osses.

Charitable Contributions

The current federal charitable contribution deduction for the
combined group is $750,000. This consists of a $250,000 federal
excess contribution carryover and $500,000 of current
contributions. In this example, $200,000 of the current
contributions qualify for the Alaska Education Credit. The entire
federal deduction of $750,000 is added back to apportionable
income and the deductible portion of the current contributions,
along with any Alaska excess contribution carryover, will be
calculated and deducted after allocation and apportionment.

Federal taxable income adjusted for state modifications and the
removal of federal values for Alaska items produces
apportionable business income before Alaskaitems. This business
income is apportioned to Alaska and, along with any non-business
income allocated to Alaska, plus the taxpayer's Alaska items,
represent taxable income.

Note that dividends subject to the dividends-received deduction
are not removed even though the dividends-received deduction is
an Alaska item. The dividends are not removed because the
dividends-received deduction is the Alaska item subject to
limitation, not the dividend income.

STEP5: ALLOCATE AND APPORTION COMBINED
INCOME AND ALASKA ITEMS
AND
STEP 6: CALCULATE TAXABLE INCOME

Steps 5 and 6 represent the heart of an Alaska return based upon a
combined report. First, unitary business income before Alaska
items is allocated and apportioned to Alaska. The Alaska items
are then calculated and included in taxable income in the order
specified under the Internal Revenue Code. “Alaskaitems’ refers
to those components of taxable income that are subject to income-
based limitations such that they must be computed based upon the
apportioned and allocated taxable income of the taxpayer. Alaska
itemsinclude net capital gain or loss, charitable contributions, and
the dividends-received deduction.

Worksheet 5 (Page 11) reflects the Alaska apportionment factors
of Corporations A and C. Alaska applies the standard three factor
apportionment formula of property, payroll, and sales (except for
Oil and Gas corporations). Alaska rules generally follow
UDITPA, however, tax return preparers should consult Alaska
regulations 15 AAC 19. Special rules apply for airlines, land or

water transportation carriers, financial organizations, and
construction contractors. Corporations or combined groups with
oil or gas production or pipeline interests in Alaska should consult
AS 43.20.072 and pertinent regulations.

Business income is apportioned to Alaska. Non-business income
that is allocable to Alaska must be included in Alaska taxable
income. In the example, Corporation A does not have non-
business income allocable to Alaska. Corporation C has $10,000
of non-business dividend income and a $(40,000) capital loss
allocable to Alaska. Corporation C's non-business capital loss
must be reflected in income within its Alaska net capital gain or
loss, an Alaska item, and therefore is included in taxable income
as part of Alaska gains and losses. Corporations A and C have
the following allocated and apportioned income before Alaska
items:

Combined CORPA CORPC
Apportionment Factor 10% 15%
Income Before Alaska ltems 10,710,000 1,071,000 1,606,500
Allocated Income 10,000
Taxable Income Before Alaska Items 1,071,000 1,616,500
Alaska ltems

Net capital gain or loss is computed by first allocating and
apportioning each component of capital gain or loss. Note that
Section 1231 gains and losses, including those that are
characterized as ordinary gain or loss on the individual
corporations federal returns, are a component of the combined
net capital gain or loss. Any federal capital loss carryovers must
be removed from combined gains and losses. The combined long
term capital gain or loss, combined short term capital gain or 10ss,
and combined Section 1231 gain or loss are apportioned to
Alaska. Allocated gains and losses are added to the apportioned
gain or loss, according to their character. The taxpayer’s Alaska
net capital gain or loss is determined from its allocated and
apportioned gains and losses.

In this example, Corporation A has a net capital gain of $25,000
and its Section 1231 loss of $27,000 is ordinary. Corporation C
has a non-deductible net capital loss of $2,500 and its Section
1231 loss of $40,500 is ordinary. The resulting net capital gain
and Section 1231 gain or loss, if any, must be reinstated in taxable
income at these allocated and apportioned values. Corporation
A’s net capital gain may be subject to the alternate tax rate on net
capital gain of 4.5%. Corporation C’'s excess capital loss may be
carried back or carried forward in accordance with Interna
Revenue Code Section 1212. The apportioned Section 1231 loss
of each taxpayer is included in its Alaska non-recaptured net
Section 1231 losses. Refer to Worksheet 7A (Page 13) for an
example of the Alaska tax return Schedule J computing the capital
and Section 1231 gains and losses of Corporation C. The
calculation of Alaska capital and Section 1231 gains and losses
for Corporations A and C is summarized below.
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Combined CORPA CORPC
Apportionment Factor 10% 15%
Business STCG/(L) (110,000) (11,000) (16,500)
BusinessLTCG/(L) 360,000 36,000 54,000
Non-business LTCG/(L) 0 (40,000)
Total LTCG/(L) 36,000 14,000
Section 1231 Gain or (Loss) (270,000) (27,000) (40,500)

The allocated and apportioned gains and losses are reported on
Schedule J of the Alaska tax return Form 04-611 and produce the
following Alaska items:

CORPA CORPC
Taxable Capital and Section 1231 Gain or Loss (2,000) (40,500)
AlaskaNet Capital Gain 25,000 0
Alaska Excess Capital Loss Carryover 0 2,500

Charitable Contribution Deduction

The taxpayer’ s charitable contribution deduction is limited by the
application of Internal Revenue Code Section 170. However, the
Alaska limitation is based upon the taxpayer’s Alaska income.
Any federal contribution carryover must be removed from
combined contributions. Contributions that generated an Alaska
Education Credit must aso be removed from combined
contributions.  The remaining current contributions of the
combined group, in most circumstances, are apportioned to
Alaska. Refer to Worksheet 7B (Page 13) for an example of
Corporation C's Alaska charitable contribution deduction
calculated using Alaska tax return form Schedule K. The Alaska
charitable contribution deductions of Corporations A and C are:

Combined CORPA CORPC
Apportionment Factor 10% 15%
Federal Contribution Deduction 750,000
Less Federal Carryover (250,000)
Current Federal Contributions 500,000
AK Education Credit Contribution (200,000)
Apportioned Contributions 300,000 30,000 45,000
Alaska Contribution Carryover 6,000
Tentative Contribution Deduction 30,000 51,000
Deduction limitation
Income Before Alaska ltems 1,071,000 1,616,500
Alaska Capital and Section 1231 (40,500)
Gainor Loss (2,000)
Income Limitation Base 1,069,000 1,576,000
Contribution Deduction Limit 10% 106,900 157,600
Alaska Charitable Contribution
Deduction 30,000 51,000

Dividends-Received Deduction
The Alaska dividends-received deduction may be limited by the
taxpayer’s Alaska taxable income before net operating loss and
before the dividends-received deduction. A dividends-received
deduction may be claimed only with respect to dividends included
in apportionable income. A dividends-received deduction is not

allowed with respect to intercompany dividends which are
eliminated, excluded Section 78 gross-up, or for dividends from
foreign corporations that are subject to the 80% water’s edge
exclusion under AS 43.20.073(b)(1). The dividend income
remaining in apportionable income after the 80% water’s edge
dividend exclusion isin lieu of non-deductible expense attribution
that would otherwise apply to expenses associated with excluded
income. Do not claim a dividends-received deduction with respect
to the remaining 20% of foreign dividends. An example of
Corporation C's Alaska dividends-received deduction calculation
using Alaska tax return form Schedule L is shown on Worksheet
7C (Page 13). The Alaska dividends-received deduction for

Corporations A and C are:
Combined CORPA CORPC
Apportionment Factor 10% 15%
Total Dividend Income 510,000
Remove:
Intercompany Dividends 0
Section 78 Gross-up (200,000)
Foreign (WE Exclusion) (200,000)
Non-business Dividends (10,000)
Apportionable Dividends 100,000 10,000 15,000
Non-business Dividends Allocable to
Alaska 0 10,000

Total Taxable Dividends 10,000 25,000
Dividends-Received Deduction
Percentage 70% 70%

Alaska Dividends-Received
Deduction 7,000 17,500

We now have all the pieces of Alaska taxable income
calculated asfollows:

CORPA CORPC
Income Before Alaska Items 1,071,000 1,616,500
Alaska Capital and Section 1231 Gain or (Loss) (2,000) (40,500)
Alaska Charitable Contributions Deduction (30,000) (51,000)
Alaska Dividends-Received Deduction (7,000) (17,500)
Alaska Taxable Income 1,032,000 1,507,500

These taxable values are calculated on Schedule H of the Alaska
income tax form. An example of Corporation C's Schedule H is
shown on Worksheet 8 (Page 14).

STEP 7: CALCULATE INCOME TAX, CREDITS, and
OTHER TAXES
Completed corporate income tax forms for Corporations A and C
can be found in Appendixes A and B. The following is a
summary of the remaining cal culations of the individual returns of
the two corporations.

The income tax calculation reflects the Alaska Net Capital Gain,
if any, asfollows:

CORPA CORPC
Alaska Taxable Income 1,032,000 1,507,500
AlaskaNet Capital Gain 25,000 0
Ordinary Income 1,007,000 1,507,500
Tax on Ordinary Income 90,698 137,745
Tax on AlaskaNet Capital Gain 1,125 0
Alaskalncome Tax 91,823 137,745
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Apportioned federal credits are alowed based upon 18% of the
federal credits generated by the unitary business. Qualified federal
credits may be apportioned to Alaska and applied against Alaska
tax liability as a general business credit. However, no part of an
apportioned federal credit may be applied against the Alaska
alternative minimum tax or other taxes. Apportioned federal
credits are subject to limitation based upon Alaska income tax
before credits and other taxes.

Most, but not all, federal credits are apportionable to Alaska.
Generally, a federal credit that operates to refund or adjust non-
income taxes or other liabilities may not be apportioned to Alaska.
For example, Alaska does not allow the credit for federal tax on

fuels, the Trans-Alaska pipeline liability fund credit, or the credit
for employer social security and Medicare taxes paid on certain
employee tips.

Corporation D generated a $55,556 federal jobs credit during
1998. Therefore, the unitary business generated an apportionable
federal credit even though Corporation D’s federal credit was
limited to zero on its federal return because of the federal taxable
income limitation. Corporations A and C generate Alaska credits
asfollows:

Combined CORPA CORPC
Apportionment Factor 10% 15%
Federal Jobs Credit 55,556 5,556 8,333
Alaska Rate 18% 18%
Alaska Jobs Credit 1,000 1,500

The Alaska aternative minimum tax of the combined group
apportioned to Alaska is computed by apportioning the federal
alternative minimum tax of the combined group to Alaska and
applying the 18% Alaska rate to the apportioned federal AMT as
follows:

Combined CORPA CORPC
Apportionment Factor 10% 15%
Federal Alternative Minimum Tax 277,778 27,778 41,667
Alaska Rate 18% 18%
Alaska Alternative Minimum Tax 5,000 7,500

Alaska offers credits for mineral exploration within the state and
for charitable contributions to Alaska universities and colleges.
These Alaska incentive credits are applied after apportioned
federal credits and, unlike apportioned federal credits, may be
applied against other taxes such as Alaska AMT. The incentive
credits are specific to the individual taxpayer and may not be
applied against the tax of another corporation, except within a
consolidated return.

In this example, Corporation C has generated an Alaska
Education Credit, which may offset its Alaska tax liability but not
that of Corporation A. The qualified contributions may not be
deducted from either corporation’s apportionable income. The
credit is limited to Corporation C's tax before the credit. Any
unused credit may not be carried to another tax period.
Corporation C'scredit is:

Contribution Rate Credit
Qualified Charitable Contributions
$0 - $100,000 100,000 50% 50,000
Qualified Charitable Contributions
$100,000 - $200,000 100,00 100% 100,000
Non-deductible Contributions 200,000
Tentative Credit 150,000
Credit Limitation
Net Income Tax 137,745
Apportioned Federal Credits (1,500)
AlaskaAMT 7,500
Tax Before Alaska Education Credit 143,745
Alaska Education Credit 143,745

This completes the calculation of taxable income and tax for
Corporations A and C. The individual company returns of
Corporations A and C are summarized as follows:

CORPA CORPC
Taxable Income Before Alaska Items 1,071,000 1,616,500
Capital and Section 1231 Gains and Losses (2,000) (40,500)
Charitable Contribution Deduction (30,000) (51,000)
Dividends-Received Deduction (7,000) (17,500)
Alaska Taxable Income 1,032,000 1,507,500
Alaskalncome Tax 91,823 137,745
Apportioned Federal Credits (1,000) (1,500)
Other Taxes - AlaskaAMT 5,000 7,500
Alaska Education Credit 0 (143,745)
Net Alaskalncome Tax 95,823 0

Completed corporate income tax forms for Corporations A and C
can be found in Appendixes A and B.



CORP A and Subsidiaries Consolidated Federal Taxable Income - December 31, 1998

WORKSHEET 1

Federal Taxable Income

A CORP & Subs.

ELIMINATIONS &

Other Unitary Affiliates

CONSOLIDATED ADJUSTMENTS TOTAL CORP A CORP B CORP C CORP D CORP E
Net Sales 93,980,000 (23,020,000) 117,000,000 60,000,000 21,000,000 36,000,000 55,000,000 19,000,000
Cost of goods sold (60,020,000) 22,980,000 (83,000,000) (44,000,000) (12,000,000) (27,000,000) (46,000,000) (13,000,000)
Gross profit 33,960,000 (40,000) 34,000,000 16,000,000 9,000,000 9,000,000 9,000,000 6,000,000
Dividends 510,000 510,000 500,000 10,000
Interest 1,000,000 1,000,000 1,000,000
Gross rents 600,000 600,000 150,000 450,000
Gross royalties 750,000 750,000 750,000
Capital gain net income (wksht. 6B) 800,000 (50,000) 850,000 800,000 50,000 -
Other gain or loss (Wksht. 6B) (170,000) 20,000 (190,000) (120,000) - (70,000)
Other Income 3,830,000 3,830,000 3,800,000 30,000 180,000 290,000
Total Income 41,280,000 (70,000) 41,350,000 22,880,000 9,080,000 9,390,000 9,180,000 6,290,000
Compensation of officers 4,000,000 4,000,000 4,000,000
Salaries and wages 13,000,000 13,000,000 5,500,000 3,000,000 4,500,000 7,500,000 3,250,000
Repairs and maintenance 450,000 450,000 350,000 50,000 50,000 150,000 180,000
Bad debts - - 20,000
Rents 670,000 670,000 400,000 120,000 150,000 250,000 180,000
Taxes and licenses 830,000 830,000 750,000 50,000 30,000 50,000 70,000
Interest 1,050,000 1,050,000 750,000 50,000 250,000 250,000
Charitable contributions 750,000 750,000 500,000 250,000
Depreciation 2,020,000 2,020,000 600,000 750,000 670,000 1,000,000 450,000
Depletion - -
Advertising 210,000 210,000 210,000
Pension, profit-sharing, etc., plans 1,100,000 1,100,000 450,000 250,000 400,000 650,000 270,000
Employee benefit programs 1,300,000 1,300,000 600,000 250,000 450,000 680,000 310,000
Other deductions 960,000 960,000 750,000 160,000 50,000 360,000 60,000
Total deductions 26,340,000 - 26,340,000 14,860,000 4,680,000 6,800,000 10,890,000 4,790,000
Taxable Income Before NOL and
Special Deductions 14,940,000 (70,000) 15,010,000 8,020,000 4,400,000 2,590,000 (1,710,000) 1,500,000
WORKSHEET 2
Water's Edge U.S. Factor Analysis
U.S. FACTORS CORP A CORP B CORP C CORP D CORP E
United States Payroll 9,850,000 200,000 4,750,000 8,830,000 200,000
Payroll Everywhere 10,550,000 3,500,000 5,350,000 8,830,000 3,830,000
United States Payroll Factor 93.3649% 5.7143% 88.7850% 100.0000% 5.2219%
United States Sales 42,530,000 2,000,000 18,900,000 35,590,000 13,000,000
Sales Everywhere 62,530,000 21,100,000 36,980,000 55,590,000 19,100,000
United States Sales Factor 68.0154% 9.4787% 51.1087% 64.0223% 68.0628%
United States Property 27,200,000 400,000 23,000,000 16,900,000 2,140,000
Property Everywhere 29,880,000 12,250,000 25,870,000 16,900,000 27,500,000
United States Property Factor 91.0308% 3.2653% 88.9061% 100.0000% 7.7818%
Total United States Payroll, Sales, and Property Factors 252.4111% 18.4583% 228.7998% 264.0223% 81.0665%
UNITED STATES FACTOR 84.1370% 6.1528% 76.2666% 88.0074% 27.0222%




Net Sales

Cost of goods sold
Gross profit

Dividends

Interest

Gross rents

Gross royalties

Capital gain net income
Other gain or loss
Other Income

Total Income
Compensation of officers
Salaries and wages
Repairs and maintenance
Bad debts

Rents

Taxes and licenses
Interest

Charitable contributions
Depreciation

Depletion

Advertising

Pension, profit-sharing, etc., plans

Employee benefit programs
Other deductions
Total deductions

WORKSHEET 3
Combined Income Subject to Apportionment

COMBINED PROFIT & LOSS FOR PERIOD ENDING DECEMBER 31, 1998

Net Income Before State Modifications

and Adjustments

COMBINED ELIMINATIONS TOTAL CORP A CORP C CORP D CORPE
& ADJUSTMENTS
149,000,000 (21,000,000) 170,000,000 60,000,000 36,000,000 55,000,000 19,000,000
(109,030,000) 20,970,000 (130,000,000) (44,000,000) (27,000,000) (46,000,000) (13,000,000)
39,970,000 (30,000) 40,000,000 16,000,000 9,000,000 9,000,000 6,000,000
510,000 510,000 500,000 10,000
1,000,000 1,000,000 1,000,000
600,000 600,000 150,000 450,000
750,000 750,000 750,000
500,000 (300,000) 800,000 800,000 -
(190,000) (190,000) (120,000) (70,000)
4,270,000 4,270,000 3,800,000 180,000 290,000
47,410,000 (330,000) 47,740,000 22,880,000 9,390,000 9,180,000 6,290,000
4,000,000 4,000,000 4,000,000
20,750,000 20,750,000 5,500,000 4,500,000 7,500,000 3,250,000
730,000 730,000 350,000 50,000 150,000 180,000
20,000 20,000 20,000
980,000 980,000 400,000 150,000 250,000 180,000
900,000 900,000 750,000 30,000 50,000 70,000
1,250,000 1,250,000 750,000 250,000 250,000
750,000 750,000 500,000 250,000
2,690,000 (30,000) 2,720,000 600,000 670,000 1,000,000 450,000
210,000 210,000 210,000
1,770,000 1,770,000 450,000 400,000 650,000 270,000
2,040,000 2,040,000 600,000 450,000 680,000 310,000
1,220,000 1,220,000 750,000 50,000 360,000 60,000
37,310,000 (30,000) 37,340,000 14,860,000 6,800,000 10,890,000 4,790,000
10,100,000 (300,000) 10,400,000 8,020,000 2,590,000 (1,710,000) 1,500,000




State Modifications, Non-business Income, and Segregation of Separately Apportioned Items

Net Income Before State Modifications
and Adjustments
State Modifications
ADD:
Taxes based on or measured by net income
Expenses incurred to produce
non-business income
Other Additions:

Total Additions
DEDUCT:
Interest from obligations of the United States
Non-business income: Dividends
Gain or Loss (Worksheet 6C)
Section 78 gross-up
80% foreign source dividends
80% foreign source royalties
Other Subtractions:

Total Deductions

Net Income After State Modifications

Remove Separately Determined Income Items

Federal Capital Gain Net Income from 1120
Line 8 - Net of Non-business
Gain or (Loss) (Worksheet 6C)

Ordinary Section 1231 Gain or Loss

Included in 1120 Line 9 (Worksheet 6C)
Federal Charitable Contribution Deduction
Subtotal - Apportionable Alaska items
Unitary Business Income Before Alaska

Items Subject to Apportionment

WORKSHEET 4
Combined Income Subject to Apportionment

10,710,000

10

COMBINED  ELIMINATIONS TOTAL CORP A CORP C CORP D CORPE
& ADJUSTMENTS
10,100,000 (300,000) 10,400,000 8,020,000 2,590,000 (1,710,000) 1,500,000
860,000 860,000 730,000 20,000 45,000 65,000
1,000 1,000 1,000
861,000 - 861,000 731,000 20,000 45,000 65,000
1,000 1,000 1,000
10,000 10,000 10,000
80,000 80,000 120,000 (40,000)
200,000 200,000 200,000
160,000 160,000 160,000
400,000 400,000 400,000
851,000 - 851,000 881,000 (30,000) - -
10,110,000 (300,000) 10,410,000 7,870,000 2,640,000 (1,665,000) 1,565,000
420,000 (300,000) 720,000 680,000 40,000 - -
(270,000) (270,000) (150,000) (120,000) - -
(750,000) (750,000) (500,000) (250,000) - -
(600,000)



WORKSHEET 5

Apportionment Factors

PAYROLL FACTOR COMBINED CORP A CORP C CORP D CORP E
Payroll Everywhere 28,560,000 10,550,000 5,912,000 8,268,000 3,830,000
Alaska Payroll 7,140,000 1,428,000 5,712,000
Payroll Factor 25.0000% 5.0000% 20.0000%
SALES FACTOR
Sales Everywhere
Gross receipts, less returns and allowances 170,000,000 60,000,000 36,000,000 55,000,000 19,000,000
Other gross receipts 4,200,000 2,530,000 980,000 590,000 100,000
Less intercompany receipts (34,200,000) (18,650,000) (4,000,000) (11,550,000)
Total Sales Everwhere 140,000,000 43,880,000 36,980,000 51,590,000 7,550,000
Alaska Sales
Sales delivered or shipped to Alaska purchasers:
Shipped from Alaska 24,500,000 24,000,000 500,000
Shipped from outside Alaska 4,700,000 4,600,000 100,000
Sales shipped from Alaska to:
The United States Government -
Purchaser in a state in which corporation
is protected under Public Law 86-272 2,700,000 500,000 2,200,000
Less intercompany receipts (6,700,000) (6,700,000)
Total Alaska Sales 25,200,000 22,400,000 2,800,000
Sales Factor 18.0000% 16.0000% 2.0000%
PROPERTY FACTOR
Property Everywhere
Inventory - 12/31/98 2,250,000 650,000 510,000 1,070,000
Fixed Assets - 12/31/98 24,050,000 24,500,000 15,810,000 31,000,000
Land - 12/31/98 4,000,000 1,000,000 500,000 1,000,000
Less Intercompany profits included above (300,000) - - -
Less construction in progress (2,395,000) (980,000) (210,000) (2,770,000)
Total - end of year 27,605,000 25,170,000 16,610,000 30,300,000
Total - beginning of year (from 1997 report) 25,455,000 24,970,000 14,310,000 20,700,000
Total - beginning and ending 53,060,000 50,140,000 30,920,000 51,000,000
Average owned property 92,560,000 26,530,000 25,070,000 15,460,000 25,500,000
Rent expense (excluding intercompany and non-business) 930,000 400,000 100,000 180,000 250,000
Capitalized (times 8) 7,440,000 3,200,000 800,000 1,440,000 2,000,000
Combined property everywhere 100,000,000 29,730,000 25,870,000 16,900,000 27,500,000
Alaska Property
Inventory - 12/31/98 53,000 570,000
Fixed Assets - 12/31/98 9,365,000 22,500,000
Land - 12/31/98 50,000 1,000,000
Less Intercompany profits included above (30,000)
Less construction in progress (5,000) (440,000)
Total - end of year 9,433,000 23,630,000
Total - beginning of year (from 1997 report) 8,567,000 22,370,000
Total - beginning and ending 18,000,000 46,000,000
Average owned property 32,000,000 9,000,000 23,000,000
Rent expense (excluding intercompany and non-business) - - -
Capitalized (times 8) - - -
Combined Alaska property 32,000,000 9,000,000 23,000,000
Property Factor 32.0000% 9.0000% 23.0000%
APPORTIONMENT FACTOR COMBINED CORP A CORP C
Payroll Factor 25.0000% 5.0000% 20.0000%
Sales Factor 18.0000% 16.0000% 2.0000%
Property Factor 32.0000% 9.0000% 23.0000%
Total 75.0000% 30.0000% 45.0000%
Apportionment Factor - Average 25.0000% 10.0000% 15.0000%
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WORKSHEET 6

Capital and Section 1231 Gains and (Losses)

6A
The unitary group realized the following gains and lossess during the tax year
Total CORP A CORP B CORP C CORP D CORP E
Short Term Capital Gain or (LosS) (40,000) - (30,000) (10,000) (100,000) -
Long Term Capital Gain or (Loss) 840,000 800,000 60,000 (20,000) (40,000) -
Section 1231 Gain or (Loss) (250,000) (150,000) 20,000 (120,000) - -
Depreciation Recapture 80,000 30,000 50,000 - -
6B
The gains and losses in Worksheet 6A are recognized in federal taxable income as follows:
Consolidated Eliminations Total CORP A CORP B CORP C CORP D CORP E
Line 8 - Capital Gain Net Income 800,000 (50,000) 850,000 800,000 50,000 - - -
Line 9 - Ordinary Gain or Loss
Section 1231 Gain or Loss (250,000) 20,000 (270,000) (150,000) - (120,000) - -
Depreciation Recapture 80,000 80,000 30,000 - 50,000 - -
Total Line 9 (170,000) 20,000 (190,000) (120,000) - (70,000) - -
6C
Of the gains and (losses) in Worksheet 6B, the following are included in combined income before modifications:
Combined Eliminations Total CORP A CORP C CORP D CORP E
Federal Capital Gain Net Income 500,000 (300,000) 800,000 800,000 - - -
Non-Business Gain or Loss 80,000 80,000 120,000 (40,000) - -
Business Gain or loss 420,000 (300,000) 720,000 680,000 40,000 - -
Section 1231 Gain or Loss (270,000) (270,000) (150,000) (120,000) - -

These gains and (losses) are removed from combined income in Worksheet 4

6D

The Alaska capital and Section 1231 gains and losses are determined based upon the following gains and losses as
allocated or apportioned to Alaska:

Combined Eliminations Total CORP A CORP C CORP D CORP E
Business Short Term Capital Gain or (Loss) (110,000) - (110,000) - (10,000) (100,000) -
Long Term Capital Gain or (Loss) 440,000 (300,000) 740,000 800,000 (20,000) (40,000) -
Non-Business LTCG/(L) 80,000 - 80,000 120,000 (40,000) - -
Business LTCG/(L) 360,000 (300,000) 660,000 680,000 20,000 (40,000) -
Section 1231 Gain or (Loss) (270,000) - (270,000) (150,000) (120,000) - -

These amounts, after allocation and apportionment, are the basis of the taxpayer's Alaska Capital and Section
1231 Gains and Losses calculated on tax return Schedule J.
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WORKSHEET 7 - Alaska ltems

7A
CORP C's Tax Return Schedule J

SCHEDULE J - ALASKA CAPITAL AND SECTION 1231 GAINS AND LOSSES

A B C
Section 1231 Gains and Losses Combined AK Factor Alaska Gain or (Loss)
1. Current section 1231 gains and (losses). If a loss enter the result on line 19.... | 1 (270,000) (Wksht. 6D) 0.15 (40,500)
2. Alaska non-recaptured net section 1231 losses from prior years. Enter as a positive NUMDer. .. ...... ..ot 2
3. Ifline 1C is a gain, subtract line 2 from line 1C, but not less than zero. Enter here and on line 15... 3
4. Ifline 1C is a gain, enter the lesser of line 1C or line 2 here and on line 19, otherwise enter zero... 4
Short-Term Capital Gains and Losses (Worksheet 6D)
5. Total current short-term capital gains and (losses) 5 (110,000)
6. Non-business short-term capital gains and (losses)... 6
7. Apportionable STCG/(L). Subtract line 6 from line 5 and apportion .. 7 (110,000) 0.15 (16,500)
8. Non-business STCG/(L) @lloCable 10 AIASKAL. .. ... ....iuunit et e e e et et et e e e et et e et e aeaae s 8
9. Alaska unused capital loss carryover 9
10. Net short-term capital gain or (loss), add lines 7C, 8,and 9 ... 10 (16,500)|
Long-Term Capital Gains and Losses (Worksheet 6D)
11. Total current long-term capital gains and (losses) ..... 11 440,000
12. Non-business long-term capital gains and (losses) ...... 12 80,000
13. Apportionable LTCG/(L). Subtract line 12 from line 11and apportion ............. 13 360,000 0.15 54,000
14. NoN-business LTCG/(L) @llOCADIE 10 AIASKA. .. .. ... ...uutiiiieiit ittt et et ek ettt bttt ettt ettt et e e et e e e 14 (40,000)
15. Enter amount from line 3 15
16. Net long-term capital gain or (loss). Add lines 13C, 14, and 15.. 16 14,000
Summary
17. Excess net short-term capital gain, line 10, over net long-term capital [0SS, IN@ 16..........ccuuiitiiiiiiiii e | 17| |
18. Alaska net capital gain. Excess net long-term capital gain, line 16, over net short-term capital loss,
line 10. Enter here and on Schedule D, [IN@ 2 ......... i e e e et et e e e 18
19. Ifline 1C is a loss, enter here, otherwise enter the amount from lINE 4......... ..o iii ittt e e e 19 (40,500)
20. Add lines 17, 18, and 19. Enter here and on SChedule H, N LLa..........utuitiiiiieiie i e e et ettt 20 (40,500)
7B
CORP C's Tax Return Schedule K
SCHEDULE K - ALASKA CHARITABLE CONTRIBUTION DEDUCTION
1. Current charitable contributions... 1 500,000
2. Alaska Education Credit contributions from Schedule G, line 1 2 200,000
3. SUBrACt INE 2 fTOM N L ...t it oo et e oo et e e e e e et e et e e e e e 3 300,000
4. Apportionment factor from Schedule I, line 5. Corporations operating only in Alaska, enter 1.0.. 4 0.15
5. Current Alaska charitable contributions. Multiply line 3 by line 4... 5 45,000
6. Alaska excess charitable contribution carryover from prior years. Enter as a positive number ... 6 6,000
AR e [ N 1 oS J= o Lo I PSPPI 7 51,000
8. Enter the sum of Schedule H, lines 9, 10, and 11a, but not less than zero.... 8 1,576,000
9. Multiply line 8 times 10%... 9 157,600
10. Alaska charitable contribution deduction. Enter the lesser of line 7 or line 9 here and on Schedule H, line 11b.. 10 51,000
11. Alaska excess charitable contribution carryover. Line 7 minus lIN@ 10 ... ... uun it ittt et et et e 11 0
7C
CORP C's Tax Return Schedule L
SCHEDULE L - ALASKA DIVIDENDS-RECEIVED DEDUCTION (DRD)
1. Dividend income included in Schedule H, liN@ 3 ... | 1| 510,000
2. Less: Dividends not eligible for DRD (do not include any dividend in more than one line below):
(a) Intercompany dividends from Schedule H, line 6b .......... 2a 0
(b) Section 78 gross-up dividends from Schedule H, line 6c .... 2b 200,000
(c) 100% of dividends from foreign corporations. Divide Schedule H, line 6d by.8... 2c 200,000
(d) Dividends subtracted on Schedule H, line 6f as non-business income .......................coooee 2d 10,000
(e) Total subtractions (add lines 2a through 2d) .. 2e 410,000
3. Total. Subtract line 2e fromline 1 .... 3 100,000
4. Apportionment factor from Schedule 1, line 5. Corporations operating only in Alaska, enter 1.0 . 4 0.15
5. Apportioned dividends (multiply IN€ 3 DY lIN@ 4) ... e e e e e e 5 15,000
6. Add dividends allocable to Alaska included on Schedule H, line 10.. 6 10,000
7. Total dividends included in taxable income (add lines 5 and 6).. 7 25,000
A B C
8. DRD prior to limitations (segregate dividends in line 7 and multiply by proper %) Apportioned Dividends Percentage DRD (A x B)
(a) Dividends qualifying for 100% deduction.............cccoeeuuiieiiiiiiiiiiaeiiienns 8a 100%
(b) Dividends qualifying for 80% deduction ...............cccooiuiiiiiiiniiiiiiiieeenns 8b 80%
(c) Dividends qualifying for 70% deduction 8c 25,000 70% 17,500
(d) Other, if applicable (enter % in column B)... ....| 8&d
9. Tentative dividends-received deduction. Add lines 8a through 8d, column C. Enter here and carry the deduction,
subject to IRC 246 limitation based upon Alaska taxable income, to Schedule H, line 11c (see inStructions).............ccooovuveieieiiniinne. 9 17,500
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WORKSHEET 8

CORP C's Tax Return Schedule H

1.

10.
11.

12.

SCHEDULE H - COMPUTATION OF ALASKA INCOME

Federal taxable income (loss), Form 1120, line 28, or Form 1120A, line 24 as actually filed by

(Worksheet 1)

taxpayer or taxpayer's federal conSolidated grOUP..........ou ittt e e | 1| 14,940,000 |
. Adjustments for combined reporting.Affiliated taxpayers only. (Attach schedules - by company):
(a) Add: Form 1120, line 28 income (loss) of domestic unitary corporations not
included in line 1 with 20% or greater U.S. factors..............ccccovviiiinninennnn. 2a (1,710,000) (Worksheet 1)
(b) Add: Foreign unitary corporations with 20% or greater U.S. factors....................... 2b 1,500,000 (Worksheet 1)
(c) Add: FSC profit before federal exemption, DISC, and tax haven corporations......... 2c
(d) Remove: Federal taxable (income) loss of nonunitary corporations
INCluded INTINE L....oo i e 2d
(e) Remove: Federal taxable (income) loss of unitary corporations included
in line 1 whose average U.S. factors are less than 20%........................ 2e (4,400,000) (Worksheet 1)
(f) Intercompany eliminations (See INStrUCtIONS)............iuiiiiiiiiiiie e 2f (230,000) see below
(g) Total adjustments for combined reporting. Add lines 2a through 2f...... ... 29 (4,840,000)
. Net income before state modifications and adjustments. Add lines 1 and 2g............ccoiiiiiiiiiiiiiiieiiei e 3 10,100,000
. Additions for items deducted in line 3 above (Attach schedules - by company): (Worksheet 4)
(a) Taxes based on or measured by NEtINCOME. .. ... ....oiuiiiiiiiiiiiii e 4da 860,000
(b) Expenses incurred to produce non-business iNCOMe..............cocviiiiiieeiiininninnnn. 4b 1,000
(c) Federal charitable contributions from federal Form 1120, line 19 .............c..ccoevnene. 4c 750,000
(d) Net section 1231 losses from federal Form 4797, line 11..........ccocoiiiiiiiiiiiiinannns 4d 270,000
(e) Other (attach detailed schedule by type)............oiiiiiiii de
(f) Total additions (add lINES 4@ throUGN 4€)..... .. e e e aee s Af 1,881,000
CTotal. A INES 3 AN Af ... oot e e 5 11,981,000
. Subtractions for items included in line 3 above (Attach schedules - by company): (Worksheet 4)
(a) Interest from obligations of the United States...........cocoieiiviiiiiiiiiiiiiiiiee e, ...| 6a 1,000
(b) Intercompany dividends between members of the water's edge group 6b
(c) Section 78 gross-up dividends..........c.uuiiiii i 6C 200,000
(d) 80% of dividends received from foreign corporations.............ccoviiiiiiiiieeninainnn. 6d 160,000
(e) 80% of royalties accrued or received from foreign corporations...........c...cc.eeveuiennnd 6e 400,000
(f) Non-business income (attach detailed schedule by type) ..........c.oooiiiiiiiiininnn. 6f 90,000
(g) Federal Form 1120, line 8 capital gain income not included in line 6(f).................... 69 420,000
(h) Net section 1231 gains from federal Form 4797, line 12..........ccccoviiiiiiiiiiieiininnn. 6h
(i) Other (attach detailed schedule by type)........c.ooiiiiiiiiiiii e 6i
(j) Total subtractions (add lines 6a through Bi)...... ...ttt e e e e aae e 6] 1,271,000
. Apportionable income (loss). Subtract line 6] from INe 5....... ... 7 10,710,000
. Apportionment factor from Schedule |, lINE 5..... ... e 8 0.15
. Income (loss) apportioned to Alaska (line 7 tiMes INE 8)........ccuii it e 9 1,606,500
Non-business income (loss) net of expenses allocable to Alaska (attach schedule by company and type)........... 10 10,000
Alaska ltems:
(a) Alaska capital and section 1231 gain (loss) from Schedule J, line 20..................... 1lla (40,500) (Worksheet 7A)
(b) Alaska charitable contribution deduction from Schedule K, line 10......................... 11b (51,000) Worksheet 7B)
(c) Alaska dividends-received deduction from Schedule L.............cc.coooiiiiiiininn.. 1lic (17,500) Worksheet 7C)
(d) Total (add IN@S 118 throUGN LLEC) ... ... ettt et e e e e e e e et e et e et e e et ae s 11d (109,000)
Alaska taxable income (loss) before net operating loss. Add lines 9, 10 and 11d. Enter here and
ON SCREAUIE A, TINE L. ..ot e e e e et et et ettt et et e 12 1,507,500

Reverse federal consolidation eliminations and adjustments
Intercompany eliminations of the water's edge combined group
Intercompany Eliminations Adjustment - Schedule H, Line 2(f)

(From Worksheet 1)
(From Worksheet 3)
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Alaska Corporate Net Income T ax
GUIDE TO RETURNSBASED ON A COMBINED REPORT

CONSOLIDATED RETURNSBASED

ON A COMBINED REPORT
Alaska consolidated returns resemble but do not mirror a federa
consolidated return. Significant portions of the Internal Revenue
Code have been adopted by Alaska for general application.
Sections 1-1399, for example, are generally applicable in full to
the extent that they are compatible with combined reporting and
apportionment. In contrast, the federal consolidated return rules
are applied very narrowly to construct the Alaska “consolidated
items’: Alaskaitems, income tax, credits, and other taxes; and to
govern the allocation of tax attributes among consolidated
taxpayers.

A consolidated Alaska return reflects the taxable income, tax, and
credits of the consolidated group of taxpayers as that of a single
taxpayer. The income, credits, and other taxes must be allocated
and apportioned separately by each taxpayer. The separately
allocated and apportioned values are then consolidated to arrive at
consolidated taxable income, income tax, credits and other taxes.

This consolidated return example applies equally for a taxpayer
that conducts two or more unitary businesses within Alaska. In
the case of a taxpayer that conducts more than one unitary
business in Alaska, each unitary business of the taxpayer should
be treated as an individual taxpayer and the alocated and
apportioned values of each unitary business then consolidated to
determine the taxpayer’ stotal income earned in Alaska.

STEPS 1-5

Steps 1 through 5 are unaffected by consolidation. Under the
facts in this example, Corporation A and C have identical water’s
edge combined groups (this will be true of most consolidated
taxpayers). The same combined income, modifications, and
adjustments used to reach apportionable income before Alaska
items for the individual returns of Corporation A and C are used
in the consolidated return.  Similarly, the allocable and
apportionable Alaska item components are those of Corporation A
and C'sindividual company returns.

STEPS6and 7
Alaska “consolidation” takes place in Steps 6 and 7 where the
allocated and apportioned income, including Alaska items, are
combined and the Alaska items, taxes, and credits are determined
on aconsolidated basis.

Apportion the business income before Alaska items of each
consolidated taxpayer and combine the apportioned income. Non-
business income allocated to Alaska must be included in
consolidated taxable income. Aswith individual taxpayer returns,
care must be taken to retain the character of allocated and
apportioned income where necessary to properly measure an
Alaskaitem.
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CORPA CORPC Consolidated
Income Before Alaska ltems
Apportioned Income 1,071,000 1,606,500 2,677,500
Allocated — Non-business 0 10,000 10,000
Taxable Income Before Alaska
Items 2,687,500

Alaska items are determined on a consolidated basis after
allocation and apportionment. The consolidated Alaska net
capital gain of Corporations A and C differs from the sum of their
separate company net capital gains because, on consolidation,
Corporation A’s net capital gain is offset by Corporation C'sloss.

CORPA CORPC  Consolidated
Business STCG/(L) (11,000) (16,500) (27,500)
BusinessLTCG/(L) 36,000 54,000 90,000
Non-business L TCG/(L) (40,000) (40,000)
Total LTCG/(L) 50,000
Section 1231 Gain or (Loss) (27,000) (40,500) (67,500)

These allocated and apportioned gains and losses are reported on
Schedule J of the Alaska tax return Form 04-611 (shown on
Worksheet 9A, Page 17) and produce the following consolidated
capital and Section 1231 gains and losses:

Consolidated
Consolidated Capital and Section 1231 Gain or Loss (45,000)
Consolidated Net Capital Gain 22,500
Consolidated Excess Capital Loss Carryover 0

The consolidated Alaska charitable contribution deduction is the
total of the apportioned contributions of the consolidated group.
The deduction is limited to 10% of the consolidated taxable
income base specified in Internal Revenue Code Section 170. Tax
return Schedule K (refer to Worksheet 9B, Page 17) calculates the
Alaska charitable contribution deduction.

CORPA CORPC Consolidated
Apportioned Contributions 30,000 45,000 75,000
Alaska Excess Contribution Carryover 6,000
Tentative Deduction 81,000
Deduction Limitation
Income Before Alaska ltems 2,687,500
Capital and Section 1231 G/(L) (45,000)
Limitation Income Base 2,642,500
Contribution Deduction limit — 10% 264,250
Consolidated Alaska  Charitable
Contribution Deduction 81,000

The consolidated dividends-received deduction is similarly
determined based on the total allocated and apportioned dividends
(taxable) of the consolidated taxpayers and limited by Internal
Revenue Code 246 based on consolidated Alaskaincome. Alaska
tax return Form 04-611, Schedule L is used to report the
taxpayer’s Alaska dividends-received deduction as illustrated on
Worksheet 9C (Page 17).



Alaska Corporate Net Income Tax
GUIDE TO RETURNSBASED ON A COMBINED REPORT

Qualified Dividends CORPA CORPC Consolidated
Apportioned Dividends 10,000 15,000 25,000
Non-business Dividends Allocated to

Alaska 10,000 10,000
Total 35,000
Applicable DRD Percentage 70%
Consolidated Alaska Dividends-

Received Deduction 24,500

Taxable income is reported on tax return Schedule H shown in
Worksheet 10 (Page 18). Consolidated taxable income and the
consolidated net income tax are:

Consolidated
Taxable Income before Alaska Items 2,687,500
Alaska capital and Section 1231 Gains and L osses (45,000)
Alaska Contribution Deduction (81,000)
Alaska Dividends-Received Deduction (24,500)
Consolidated Alaska Taxable Income 2,537,000

The consolidated tax liability is based upon consolidated taxable
income:

Consolidated
Alaska Taxable Income 2,537,000
AlaskaNet Capital Gain 22,500
Ordinary Income 2,514,500
Tax on Ordinary Income 232,403
Tax on Net capital Gain 1,013
Alaska Net Income Tax 233,416

Consolidated apportionable federal credits and Alaska AMT are
similarly calculated by totaling each taxpayer’s apportioned credit
or tax. The use of apportionable federal credits may be limited
based on consolidated net income tax. The Alaska genera
business credit limitation, claimed on Schedule F of the Alaska
Form 04-611, follows its federal counterpart.

CORPA CORPC Consolidated
Apportioned Federal Jobs credit 1,000 1,500 2,500
Apportioned Federal AMT 5,000 7,500 12,500
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In its individual company return, Corporation C's Alaska
Education Credit was limited to its net income tax after
apportioned federal credits and other taxes of $143,745. In the
consolidated return of Corporations A and C, the full $150,000 of
credit is allowed based upon the consolidated tax liability.

Contribution Rate Credit
Qualified Charitable Contributions
$0 - $100,000 100,000 50% 50,000
Qualified Charitable Contributions
$100,000 - $200,000 100,000 100% 100,000
Contributions— Not Deductible 200,000
Tentative Credit 150,000
Credit Limitation
Net Income Tax 233,416
Apportioned Federal Credits (2,500)
AlaskaAMT 12,500
Tax Before Alaska Education Credit 243,416
Alaska Education Credit 150,000

This completes the calculation of the taxable income and tax for
consolidated Corporations A and C. A complete set of Alaska
Corporation Net Income Tax forms reflecting the consolidated
return of Corporations A and C can be found in Appendix C. The
consolidated return in summary is:

Consolidated
Taxable Income before Alaska Items 2,687,500
Alaska Capital and Section 1231 Gains and Losses (45,000)
Alaska Contribution Deduction (81,000)
Alaska Dividends-Received Deduction (24,500)
Consolidated Alaska Taxable Income 2,537,000
Alaskalncome Tax 233,416
Apportioned Federal Credits (2,500)
Other Taxes— AlaskaAMT 12,500
Alaska Education Credit (150,000)
Net Alaskalncome Tax 93,416

Completed corporate income tax forms for the consolidated return
of Corporations A and C are at Appendix C.



Worksheet 9 - Consolidated Alaska Iltems

9A
CORPS A & C Consolidated Tax Return Schedule J

SCHEDULE J - ALASKA CAPITAL AND SECTION 1231 GAINS AND LOSSES

A B C
Section 1231 Gains and Losses Combined AK Factor Alaska Gain or (Loss)
1. Current section 1231 gains and (losses). If a loss enter the result on line 19... | 1 (270,000) (Wksht. 6D) 0.25 (67,500)
2. Alaska non-recaptured net section 1231 losses from prior years. Enter as a positive NUMDET............ooiiiiiiii s 2
3. Ifline 1C is a gain, subtract line 2 from line 1C, but not less than zero. Enter here and on line 15.. 3
4. Ifline 1C is a gain, enter the lesser of line 1C or line 2 here and on line 19, otherwise enter Zero.............cc.vvueiiniviiiniiniiniie e 4
Short-Term Capital Gains and Losses (Worksheet 6D)
5. Total current short-term capital gains and (I0SS€S)...........cccccevvviiiiiiiiiiiinnn, 5 (110,000)
6. Non-business short-term capital gains and (I0SS€S)............ccoocvvviiiiiiiiinin. 6
7. Apportionable STCG/(L). Subtract line 6 from line 5 and apportion 7 (110,000) 0.25 (27,500)
8. Non-business STCG/(L) allocable to Alaska 8
9. Alaska unused Capital 0SS CAITYOVET ... .. .. it ittt et et e e e e st et e et ae e e s e e e s ee e e e eae s e e sae s e e eae e e e aaes 9
10. Net short-term capital gain or (I0Ss), add INES 7C, 8, ANU O ........uuutuitiiei ittt e e e e et et e e e e e e e e et et e e e eas 10 (27,500)|
Long-Term Capital Gains and Losses (Worksheet 6D)
11. Total current long-term capital gains and (losses) 11 440,000
12. Non-business long-term capital gains and (losses) ... 12 80,000
13. Apportionable LTCG/(L). Subtract line 12 from line 11and apportion ............. 13 360,000 0.25 90,000
14, Non-business LTCG/(L) @llOCADIE 10 AIASKA. .. ... ..uuttit it ee e et ettt ettt ettt e ettt ettt et e e et bt aee e 14 (40,000)
15. Enter amount from line 3 15
16. Net long-term capital gain or (10Ss). Add INES 13C, 14, NG 15... ccuetuitieiit ettt et et e et e e e e e e et e e et e ee e aae e 16 50,000
Summary
17. Excess net short-term capital gain, line 10, over net long-term capital [0SS, IN€ 16...........coiiiiiiiiiiiiiiii e | l7| |
18. Alaska net capital gain. Excess net long-term capital gain, line 16, over net short-term capital loss,
line 10. Enter here and 0N SChEdUIE D, lINE 2 ... ... it it it et e e e e e et ettt ettt e e e e e e e e et e e e e ee e 18 22,500
19. Ifline 1Cis a loss, enter here, otherwise enter the amount from line 4. ] 19 (67,500)
20. Add lines 17, 18, and 19. Enter here and on SChedule H, lINE LLa..........uiiitiii ittt e et e 20 (45,000)
9B
CORPS A & C Consolidated Tax Return Schedule K
SCHEDULE K - ALASKA CHARITABLE CONTRIBUTION DEDUCTION
1. Current Charitable CONIDULIONS. ... ... ot ettt e e e e e et et e e et ettt ettt e et e e e e e e e e e ae e e eaas 1 500,000
2. Alaska Education Credit contributions from SChedule G, lINE L............ciuuniie it e e et e et et e et 2 200,000
3. Subtract line 2 from line 1 3 300,000
4. Apportionment factor from Schedule I, line 5. Corporations operating only in Alaska, enter 1.0. 4 0.25
5. Current Alaska charitable contributions. Multiply iNe 3 DY lINE 4..........cooii it e e et e e e e e e 5 75,000
6. Alaska excess charitable contribution carryover from prior years. Enter as a positive NUMDET ...........c.viiiiiiiiiiiiiiiie e e 6 6,000
7. Addlines 5 and 6 7 81,000
8. Enter the sum of Schedule H, lines 9, 10, and 11a, but NOt I€SS thAN ZEI0..........couiiiie it e e e e e 8 2,642,500
9. MUIIPIY IN@ 8 tIMES L0U0. . .. e ettt et e e et e ettt et 4o oot e et e ettt eee 4 on 2o 22 e e e ettt ke e en 2ot e et ee et et e een e e e e e e eeaee e en e e e ean 9 264,250
10. Alaska charitable contribution deduction. Enter the lesser of line 7 or line 9 here and on Schedule H, line 11b. 10 81,000
11. Alaska excess charitable contribution carryover. Line 7 MinUS INE 10 .......ccuuuiir ittt it et et e et e e eee e 11 0
9C
CORPS A & C Consolidated Tax Return Schedule L
SCHEDULE L - ALASKA DIVIDENDS-RECEIVED DEDUCTION (DRD)
1. Dividend income included in Schedule H, lINE 3 ... ... i e e e e e e et e e et e e e e eaaas | l| 510,000
2. Less: Dividends not eligible for DRD (do not include any dividend in more than one line below):
(a) Intercompany dividends from Schedule H, line 6b ..... . 2a 0
(b) Section 78 gross-up dividends from Schedule H, liN€ 6C .............ccooviiiiiiiiiiiiii 2b 200,000
(c) 100% of dividends from foreign corporations. Divide Schedule H, line 6d by .8................... 2c 200,000
(d) Dividends subtracted on Schedule H, line 6f as non-business income . 2d 10,000
(e) Total subtractions (add lines 2a through 2d) 2e 410,000
3. Total. SUDract INE 26 froM lINE L ... ettt e e et e e e oot e e e e et et e e e et e e e e e et e et e e et 3 100,000
4. Apportionment factor from Schedule |, line 5. Corporations operating only in Alaska, enter 1.0 ...........cooiiiiiiiiiiiiiin e 4 0.25
5. Apportioned dividends (Multiply IN€ 3 DY lINE 4) ... ... e e et e e e 5 25,000
6. Add dividends allocable to Alaska included on Schedule H, i@ 10..........oiuitiiiiii i e e e e e 6 10,000
7. Total dividends included in taxable income (add INES 5 AN B)..........iiuiuiit i e et e et 7 35,000
A B C
8. DRD prior to limitations (segregate dividends in line 7 and multiply by proper %) Apportioned Dividends Percentage DRD (A x B)
(a) Dividends qualifying for 100% deduCtion..............ccuuuviriiiireieeiniiiiieiens 8a 100%
(b) Dividends qualifying for 80% deduction ...............cccuviiiiiiiiiiin i, 8b 80%
(c) Dividends qualifying for 70% deduction ... 8c 35,000 70% 24,500
(d) Other, if applicable (enter % in colUMN B).........oooviiiiiiiiiiii i 8d
9. Tentative dividends-received deduction. Add lines 8a through 8d, column C. Enter here and carry the deduction,
subject to IRC 246 limitation based upon Alaska taxable income, to Schedule H, line 11c (see inStructions).............ccccoeveviiienieeninn. 9 24,500
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WORKSHEET 10

CORPS A & C Consoldiated Tax Return Schedule H

1.

2.

[e¢]

10.
11.

12.

SCHEDULE H - COMPUTATION OF ALASKA INCOME

Federal taxable income (loss), Form 1120, line 28, or Form 1120A, line 24 as actually filed by

(Worksheet 1)

taxpayer or taxpayer's federal conSolidated grOUP..........ouiuiin it e e 1| 14,940,000 |
Adjustments for combined reporting. Affiliated taxpayers only. (Attach schedules - by company):
(a) Add: Form 1120, line 28 income (loss) of domestic unitary corporations not
included in line 1 with 20% or greater U.S. factors.............ccoovviiiininnnnn. 2a (1,710,000) (Worksheet 1)
(b) Add: Foreign unitary corporations with 20% or greater U.S. factors....................... 2b 1,500,000 (Worksheet 1)
(c) Add: FSC profit before federal exemption, DISC, and tax haven corporations......... 2c
(d) Remove: Federal taxable (income) loss of nonunitary corporations
INcluded INTINE L. ... e 2d
(e) Remove: Federal taxable (income) loss of unitary corporations included
in line 1 whose average U.S. factors are less than 20%........................ 2e (4,400,000) (Worksheet 1)
(f) Intercompany eliminations (See INStrUCtIONS)............iuiiiiiiiiiiii e 2f (230,000) see below
(g) Total adjustments for combined reporting. Add lines 2a through 2f....... ... 29 (4,840,000)
. Net income before state modifications and adjustments. Add lines 1 and 2g..........c.cocoeiiiiiiiiiiiiiiiiiiiieeene 3 10,100,000
. Additions for items deducted in line 3 above (Attach schedules - by company): (Worksheet 4)
(a) Taxes based on or measured by Nt INCOME. .. ... .. .iiiiiiiiiiii i 4da 860,000
(b) Expenses incurred to produce non-business iINCOME............ccuvuiiiiiiieeiiiininen, 4b 1,000
(c) Federal charitable contributions from federal Form 1120, line 19 .............c.ccoevnne. 4c 750,000
(d) Net section 1231 losses from federal Form 4797, line 11..........ccocoiviiiiiiiiiininnnnns 4d 270,000
(e) Other (attach detailed schedule by type)............iiiiiiiiii e, de
() Total additions (add lINES 48 thrOUGN 4€)..... ... e e Af 1,881,000
CTotal. Add INES B AN AF ... e e 5 11,981,000
. Subtractions for items included in line 3 above (Attach schedules - by company): (Worksheet 4)
(a) Interest from obligations of the United States...........cocoiviiiiiiiiiiiieii e 6a 1,000
(b) Intercompany dividends between members of the water's edge group.................... 6b
(c) Section 78 gross-up dividends............uuiuiiii i 6C 200,000
(d) 80% of dividends received from foreign corporations..............cccceevviiiiiiiiienincinn. 6d 160,000
(e) 80% of royalties accrued or received from foreign corporations....................coeun.. 6e 400,000
(f) Non-business income (attach detailed schedule by type) ..........c.ooiiiiiiiiiiinnnn 6f 90,000
(g) Federal Form 1120, line 8 capital gain income not included in line 6(f).................... 69 420,000
(h) Net section 1231 gains from federal Form 4797, line 12............cccoviiiiiiiiiiinen. 6h
(i) Other (attach detailed schedule by type)........c.ooiiiiiiiiiiii e 6i
() Total subtractions (add lines 6a throUGN B1)..........c.it it e e 6] 1,271,000
. Apportionable income (loss). Subtract line 6] from liNE 5..........ooiiiii i 7 10,710,000
. Apportionment factor from Schedule |, INE 5.... ... 8 0.25
. Income (loss) apportioned to Alaska (Iine 7 times liNE 8).........iu it 9 2,677,500
Non-business income (loss) net of expenses allocable to Alaska (attach schedule by company and type)........... 10 10,000
Alaska Items:
(a) Alaska capital and section 1231 gain (loss) from Schedule J, line 20..................... 1lla (45,000) (Worksheet 9A)
(b) Alaska charitable contribution deduction from Schedule K, line 10......................... 11b (81,000) (Worksheet 9B)
(c) Alaska dividends-received deduction from Schedule L...............coooiiiiiiiininnns 1llc (24,500) (Worksheet 9C)
(d) Total (add NS 118 thrOUGN LLEC) ... ...ttt et et e et e e e e et e et e et et ettt e s 11d (150,500)
Alaska taxable income (loss) before net operating loss. Add lines 9, 10 and 11d. Enter here and
ON SCREAUIE A, TINE L. ..ot e e e e e et et et ettt et et et e 12 2,537,000

Reverse federal consolidation eliminations and adjustments (From Worksheet 1) 70,000
Intercompany eliminations of the water's edge combined group (From Worksheet 3) (300,000)
Intercompany Eliminations Adjustment - Schedule H, Line 2(f) (230,000)
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Appendix A

FORM |ALASKA CORPORATION NET INCOME TAX RETURN 1998
04-611 For the calendar year 1998 or the taxable year beginning DEPARTMENT USE ONLY
, 1998 and ending , 19
Federal EIN Alaska Commerce ID # NAICS Code Alaska Business License #
I Y O B [ [
Name Telephone Number

CORP A

Mailing Address Fax Number
City State Zip Code E-Mail Address
Contact Person Title Contact Telephone Number
Check applicable boxes: RETURN DATA
[ First Alaska return Yes No (Check Yes or No)
. [ X 1. Isafederal extension in effect? If yes, attach a copy of Form 7004.
Lk Final Alaska retum [ [ 2. Isthis aninformation report for a corporation that is inactive in Alaska?
[ Name or address change since last year [d [ 3. Isthis a non-affiliated corporation doing business only in Alaska with an
o - apportionment factor of 1.00? Note: If yes, use Short Form 04-611SF.
[ Limited Liability Company (LLC) [ [ 4. Isthis awater's edge combination? See AS 43.20.073. If yes, Schedule B,
[ Exempt organization (see instructions) question #1 must be completed.
' [ [ 5. Isthisaconsolidated Alaska return including more than one corporation with
Lk S-Corporation (Attach 1120S) Alaska business activity? If yes, complete Schedule B, question #1.
[ Homeowners Association (Attach 1120H) [ [ 6. Areanybusiness activities conducted by a member of the affiliated group
excluded from the combined report as non-unitary business activities?

© 0 N O O b~ W N PP

=
o

11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

P SCHEDULE A - NET INCOME TAX SUMMARY

DEPT USE ONLY

. Alaska income (loss) from Schedule H......... ..o e ..

. Alaska net operating loss deduction (attach schedule)................ccoiiiiiii e,

. Alaska taxable income. Subtractline 2 fromline L............coooviiiiiiiiiii i e ..

. Alaska income tax from Schedule D, IN€ 7.........coiiii it e ..

. Other taxes from Schedule E, lIN€ 8.........coiiiii i e e e

. Federal-based credits from Schedule F, iN€ 16............cooiiiiiiiiiiiiiieie e e ..

. Total Tax. SUM Of INES 4, 5 aN0 B....ovininiiie e e e e e e e e ..

. Incentive Credits (S€€ INSIIUCHIONS).. ... .. iv it et e e

. Alaska Education Credit from Schedule G, lIN€ 4............c.ooiiii i .

. Net Alaska income tax (line 7, net of lines 8 and 9) if more than $500,

AtACH FOIM O4-708... ... ittt e e e e e e e e et e e e e

Payments from Page 3, Schedule C......... ... e

Tax due. If line 10 is larger than line 11, enter amount of tax dug................ccceeenen.

Overpayment. If line 11 is larger than line 10, enter amount overpaid.......................

Penalty for underpayment of estimated tax (Form 04-708, line 18, see instructions).....J.

Penalty for failure to file (See INSrUCHIONS)........ .t e

Penalty for failure to pay (S€€ INSrUCIONS). . ......ciitiitiiie et e e

INterest (SEE INSIIUCIONS). . ... uu e et et et e et et e et et e e e e en]

Total amount due (overpaid). Line 12 plus lines 14-17, or line 13 less lines 14-17.......
Overpayment credited to 1999 eStimated taX.........ou et it it et e e
Refund (line 18 reduced by lIN€ 19).......ouii it ee e

A 1,032,000
Bl 1,032,000 |11
Al 91,823 |Tx
5).. 5,000 |oT
(<] (1,000)|cr
4 ORI 95,823
8l ) [ic
L] | OO UoopTI ) |EC
A0f o, 95,823 [NT
AL PT
VA2
A3
4] uP
A5 PF
A6 PP
A7 IN
A8
.19) ... CF
.20 RF

| declare, under penalties of perjury, that | have examined this return, including accompanying schedules and statements, and to

DEPT USE ONLY

the best of my knowledge and belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all CFWD
information of which preparer has any knowledge.

Officer's Date Title

Signature REFUND
Preparer's Date Check if D Preparer's social security number

Signature self-employed | | APPROVED
Firm's name (or S E.l. No.

yours if self-employed) Zip Code DATE
and address

Form 04-611 (Revised 12/98) Page 1 Dept Use Only

Validation Number:|




1. Affiliated Taxpayer Information. Complete the following information for all Alaska taxpayers included in the affiliated group of the taxpayer(s):

SCHEDULE B - TAXPAYER

Appendix A
\4

INFORMATION

ltis only those corporations having nexus in Alaska. You may also

use this schedule to satisfy information reporting requirements of affiliated corporations registered to do business in Alaska which have no business activity in the state.

(a) (b) (c) (d) (e) (f) (9) (h) (n
Is this an inactive | Year Began Included in Included as
Name and Address of each Alaska taxpayer corporation Doing State of federal a "taxpayer"
in the affiliated group Federal Employer Alaska Commerce Alaska Business report? Business Commercial | Consolidated | in this return
No. (Attach schedule if additional space is required) ID Number File Number License Number Y/N in Alaska Domicile Return Y/N Y/N
1|CORP A N 1980 CA Y Y
| L[] | L[]
2|CORP C N 1988 AK Y N
| L[] | L[]
| L[] | L[]
| L[] | L[]
| L[] | L[]
| L[] | L[]
| L[] | L[]
A4
2. If any taxpayer included in this return is included in a federal 3. If this is the first return, indicate whether: 4. Name and address on your prior year's return if different

consolidated return (Form 1120), provide the Name, Address,
and Federal Employer Identification Number of the common
parent of the federal consolidated group:

EIN:

Name:

A Corporation
Address:

O New business

O Successor to previously existing business

from page 1. State the reason for the change (e.g.,
merger, name change, etc.)

Name:
Enter name, address and federal Employer Identification
Number of previous business: Address:
EIN:
Name: Reason:
Address:

Form 04-611 (Revised 12/1998)

Page 2




Appendix A

NAME:

CORP A

EIN:

TAX RATE SCHEDULE (AS 43.20.011)

SCHEDULE C

If your Alaska taxable income is: TAX PAYMENT RECORD
(5) Estimated Payments Date Amount
@) Of The O 04-711
1) But Less 3) (4) Amount (2) 04-711
At least Than Your Tax Is Plus Over (3) 04-711
-0- 10,000 -0- 1% -0- 4 04-711
10,000 20,000 100 2% 10,000
20,000 30,000 300 3% 20,000 Tentative Tax 04-709
30,000 40,000 600 4% 30,000
40,000 50,000 1,000 5% 40,000 Overpayment From Prior Year
50,000 60,000 1,500 6% 50,000
60,000 70,000 2,100 7% 60,000 Apply Nonresident Affidavit Cash Security
70,000 80,000 2,800 8% 70,000
80,000 90,000 3,600 9% 80,000 Less: Quick Refund (Form 4466) )
90,000 or More 4,500 9.4% 90,000
Total Payments to Schedule A, Line 11
SCHEDULE D - ALASKA TAX COMPUTATION
A B
1. Alaska taxable income from Schedule A, N 3.......uvve oo ee e L1 1,032,000 1,032,000
2. Net capital gain from Schedule J, line 18, but not more than line 1.
IfliN€ 1S @10SS, ENIET ZETQ......uuive et et et e e et e e ’ 2 25,000
3. Ordinary income. Subtract line 2 from line 1. If less than zero, enter zera............ 3 1,007,000 1,032,000
To compute the tax on ordinary income, apply the amount on line 3 to
the Tax Rate Schedule
(@) Tax from column 3 of the Tax Rate Schedule....................ccccoeeeeeeeeeennnnnn....|.4a | 4,500 4,500
(b) Ordinary income from line 3 aboVe.................ceeeeeieiiieee e L 4D 1,007,000 1,032,000
(c) Amount from column 5 of the Tax Rate Schedule..................ccccevieeeeeeeeniean. Ac ... 90,000 90,000
(d) Excess. Subtractline 4cfromline 4b...............cooooiiiiiiiiiii i 4d 917,000 942,000
(e) Percent from column 4 of the Tax Rate Schedule....................cc...coo.on.......| 4e 9.4% 9.4%
() Multiply line 4d by iN@ 4€...........ooe i | Af 86,198 88,548
(g) Tax on ordinary income. Add lines4aand 4f..................ccccoeeeeeeneeieeee 0 L 400 90,698 93,048
5. Taxon net capital gain. Multiply i@ 2 Dy 4.5%.............ouieeeeeiiie e 5. 1,125
6. Alaskaincome tax. Add liN@S 4G and 5...........ccoovmuueiiiieii i 6. 91,823 93,048
7.  Enter the lesser of line 6, column A or B here and on Schedule A, line 4............ » 7 91,823
SCHEDULE E - OTHER TAXES
(AS 43.20.021)
Vv A B
1. Alternative minimum tax from federal Form 4626............... la 277,778 x 18% 1b 50,000
2. Credit for prior year minimum tax from Form 1120,
Schedule J, i€ 4€...........oooiiiiiiii i .2a x 18% 2b )
3. Other federal taxes (attach schedule)..................cocoooeee . 3a....... x 18% 3b
4. Total other taxes. Add liNes 1b through 3h............coomi i e e 4 50,000
5.  Alaska apportionment factor, from Schedule |, INE 5...............ccooimi i e 5 0.100000
6. MUIIPIY INE 4 DY INE B.. .o e e e e e e 6 5,000
7.  S-Corporation corporate level taxes, see instructions (attach Schedule)..............coocooiiii ’ .7 -
8. Addlines 6 and 7. Enter here and on SChedule A, lINE B........eve e e e e ’ 8 5,000
Form 04-611 (Revised 12/1998) Page 3
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Name: EIN:

CORP A

SCHEDULE F - CREDITS

1. Current year general business credit

(a) Current year federal general business credit (line 2, Part I, Federal Form 3800)............. V..., » .1a.| ...................... 55,556
(b) Current year federal investment tax credit (line 5, Part |, Federal Form 3468).10.{............ccccoooiiiiiiiiiiiiiiii e
(c) Current year credit for employer social security and Medicare taxes paid on
certain employee tips (line 6, Part |, federal Form 8846)...............cccocuuenne. AC i
(d) Current year trans-Alaska pipeline liability fund credit (line 1n, Part I,
federal FOrm 3800)... ... c.itit it Add.........
(e) Total of INes 1h throUGh Ld.. ... et e et et et et e def
(f) Current year general business credit. (Subtract line 1€ from 1a)...........ccoeeiiiiiiiiiiii e P L, 55,556
2. Alaska apportionment factor from SChedule |, INE 5........cc.ciiiuiiiiiieiice et e 2 s 0.100000
3. MUIIPIY INE LE DY N 2.ttt ettt ettt ettt e b et et et e e se et e e ae e as et e s e ess e st e e e s et e e e eee s L. 3, 5,556
4, MUIIPIY INE 3 0Y 18%0.....veveiuieieiie ettt ettt ettt sttt eae e sreesaebesvesnsessesseeraensessesnsensesnesssamnssnneessnneedes o 1,000.. .....
5. Alaska general business credit carryover (attach schedule).... -
6. Tentative general business credit. Add lines4 and5................ ..6.. 1,000
7. Alaska income tax from Schedule A, lINE 4..... ..o e e e e 91,823
8. Other federal-based credits that reduce regular tax before the general business credit
(a) Nonconventional source fuel Credit...........oouiiiiiiiiiiiie e Ba
(b) Qualified electric vehicle credit (line 13, federal Form 8834)...........ccccceeuennn. BB
(c) Total other federal-based credits. Add lines 8a and 8h.............coiiiiiiiiiiiiii e BC i -
9. MUILIPIY INE BC DY IINE 2.ttt ettt a e e bt e e kbt e e kb e e et bt e e st e e e ebbeeete e e e bbeeabbeeabemmn e en O -
10. MURIPIY TINE 9 DY L8Y0......eee ettt et ettt e ettt e ek bt e e ek b e e e a bt e e ek bt a2 ek bt e e ehb e e e bt e e e enbeeeanbeeeebseeeanbeime e na L0 e
11. Enter smaller of IN€ 7 08 INE LQ.. ... .uu ittt e e e et e et et e e et e e e e e e AL -
12. SUDLIACE [INE 1L FTOM TN 7. e ettt e et et e e e et et e e e e e e e et e e A2 91,823
13. If line 12 is greater than $4,500, enter 25% Of the EXCESS.. ... ..it ittt e e e e e e e e A3 21,831.J...
14. SUDraCt [INE L3 FTOM IINE L2 e e oo et e e e e e e et e et e et e ettt e et e e e e e e e a s A4 69,992
15. ENter 1€SSer Of [INE 6 OF lINE L4 .. ... ot oot e e e e e e et et et et e et et e e e e e e e e e e e e aaa e A8 1,000
16. Total federal-based credits allowed. Add lines 11 and 15 and enter on Schedule A, line 6.............................] | Y RO 1,000
17. Alaska general business credit carryforward. Subtract line 15 from line 6
(bUt NOt 1ESS thAN ZEIO) .. .. vt e P AT

SCHEDULE G - ALASKA EDUCATION CREDIT
(AS 43.20.014)

A taxpayer is allowed a credit for cash contributions accepted for direct instruction, research and educational support purposes,
including library and museum acquisitions. Contributions accepted for endowment purposes are also eligible for the credit. The
contribution must be given to an accredited, nonprofit, two or four year public or private college or university in Alaska. Attach a
schedule if more than four contributions were made. The Alaska education credit may not exceed $150,000. A corresponding
deduction for the gross qualified contribution (line 1 amount below) is not allowed under 26 U.S.C. 170 for purposes of this return.

Contribution(s)
Payor Name of College or University Date Amount

1. Total qualified contributions. Enter the total of the qualified contributions but not more than $200,000.

Enter here and on Form 04-611 Schedule K, IN@ 2...........oo i e TR T
2. Enter lesser of $50,000 0 50% Of IN@ L.......uiiniitiit it e ettt 2]
3. Subtract $100,000 from line 1. If less than zero, enter zero. Do not enter more than $100,000..............c..ccveunn. B,
4. Total Alaska education credit. Add lines 2 and 3; enter here and on Schedule A, line 9 (maximum: $150,000)

but not more than the total tax reduced by incentive credits (Schedule A, line 7 less line 8).............cooviiiiininnnn. A

Form 04-611 (Revised 12/1998) Page 4
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NAME: EIN:

CORP A

[e¢]

10.
11.

12.

SCHEDULE H - COMPUTATION OF ALASKA INCOME

. Federal taxable income (loss), Form 1120, line 28, or Form 1120A, line 24 as actually filed by

taxpayer or taxpayer's federal consolidated groUP............ooeit ittt >| 1| 14,940,000 |
. Adjustments for combined reporting Affiliated taxpayers only. (Attach schedules - by company):

(a) Add: Form 1120, line 28 income (loss) of domestic unitary corporations not v

included in line 1 with 20% or greater U.S. factors.............ccocovviiiiiiniinnenny ..2af......... (1,710,000)

(b) Add: Foreign unitary corporations with 20% or greater U.S. factors......................... 2b 1,500,000

(c) Add: FSC profit before federal exemption, DISC, and tax haven corporations.......... 2G|

(d) Remove: Federal taxable (income) loss of nonunitary corporations

INCluded INTINE L. ... e L2d).
(e) Remove: Federal taxable (income) loss of unitary corporations included
in line 1 whose average U.S. factors are less than 20%................c.coeeee. .2el. ... (4,400,000).........

(f) Intercompany eliminations (See INStrUCHIONS). ... ......vuiiiiiiiii e L2 (230,000)

(g) Total adjustments for combined reporting. Add lines 2a through 2f.............coo s 20 (4,840,000)
. Net income before state modifications and adjustments. Add lines 1 and 2g...........ccoooeiiiiiiiiiiiiiiiiiinee e ...3 10,100,000
. Additions for items deducted in line 3 above (Attach schedules - by company):

(a) Taxes based on or measured by NEtINCOME......... ..ottt ..4a 860,000

(b) Expenses incurred to produce non-business iINCOME. ...........vuveiiiiiiiiiiiiinne 4b 1,000

(c) Federal charitable contributions from federal Form 1120, line 19....................oo.e. LAC] 750,000.............

(d) Net section 1231 losses from federal Form 4797, line 11.........c.covoviiiiiiiiiniiniininnn. LAdf 270,000................

(e) Other (attach detailed schedule by type)...........ooiiiiiiiiiii e Ldef

() Total additions (add lINES 4a throUGN 4€)... ... it ittt e e e . Af 1,881,000
CTotal. Add INES B AN Af .. e 5 11,981,000
. Subtractions for items included in line 3 above (Attach schedules - by company):

(a) Interest from obligations of the United States..........c.ccooviiiiiiiiiiiiiiiiiie e, 6a 1,000

(b) Intercompany dividends between members of the water's edge group................... 6b

(c) Section 78 gross-up divIdeNdS. . ........ooiiiii it 6C 200,000

(d) 80% of dividends received from foreign corporations..............cocoeeveeiiniiiiiinnininnnn. ...6d] 160,000

(e) 80% of royalties accrued or received from foreign corporations...................coccoeeeeee 6e 400,000

(f) Non-business income (attach detailed schedule by type)..........ccooviiiiiiiiiiiin T T 90,000......

(g) Federal Form 1120, line 8 capital gain income not included in line 6(f).................. 69 420,000

(h) Net section 1231 gains from federal Form 4797, line 12............ccooviiiniiiininenn. 6h

(i) Other (attach detailed schedule by type)...... ..o L..6i)......

() Total subtractions (add lines 6a throUGN BL)..........c.ouii it e 6] 1,271,000
. Apportionable income (loss). Subtract line 6] from liNE 5....... ...t e 7 10,710,000
. Apportionment factor from Schedule |, INE S...... .. e e ...8 0.100000
. Income (loss) apportioned to Alaska (Iine 7 tiMes liNE 8) . ... ..ot iiuiiniiie e 9 1,071,000

Non-business income (loss) net of expenses allocable to Alaska (attach schedule by company and type)....... ’ 100 -

Alaska ltems:

(a) Alaska capital and section 1231 gain (loss) from Schedule J, line 20...................... 1laf.............. (2,000)

(b) Alaska charitable contribution deduction from Schedule K, line 1Q..................cccee... 11b)... (30,000)

(c) Alaska dividends-received deduction from Schedule L.............coooiiiiiiiiii . 1llc (7,000)

(d) Total (add liNes 118 throUgh L1EC).. ...ttt ittt et e e e e e e e e e e et e e e et et 11d (39,000)

Alaska taxable income (loss) before net operating loss. Add lines 9, 10 and 11d. Enter here and

ON SChEAUIE A, INE L. oo e e e et e ettt et ettt e et et e e e .12 1,032,000

SCHEDULE | - APPORTIONMENT FACTOR
v v
Compute to 6 Decimal Places A B C
Total Within Alaska Total Within & Without Alaska A divided by B
L Property. ..o L 9,000,000 100,000,000 | 0 | 9 | 0 |0 I0 P
CPayrolle 2 1,428,000 28,560,000 | 0 | 5 | 0 |0 IO P
cSAlES. ] 22,400,000 140,000,000 | 1 | 6 | 0 |O IO P
. Total of ines 1, 2. and 3, COIUMN G e e e ettt et et et e 4 | 3I 0 IO |0 I0 P
. Alaska apportionment factor. Divide line 4 by 3 (if less than 3 factors are used, see instructions).................. > .5l ]...J_ ].0..].0... ].O... IO. ]O
Form 04-611 (Revised 12/1998) Page 5 5
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NAME: EIN:
CORP A
SCHEDULE J - ALASKA CAPITAL AND SECTION 1231 GAINS AND LOSSES
A B C
Section 1231 Gains and Losses Combined AK Factor Alaska Gain or (Loss)
1. Current section 1231 gains and (losses). If a loss enter the result on line 19...... | 1 (270,000) 0.100000 (27,000)
2. Alaska non-recaptured net section 1231 losses from prior years. Enter as a positive NUMDbEL ..............cooeiiiiiiiiiiiiiee e Jn 2
3. Ifline 1C is a gain, subtract line 2 from line 1C, but not less than zero. Enter here and on liN€ 15.........co.oiiiiiiiiiiiiiiiii e .3l
4. Ifline 1C is a gain, enter the lesser of line 1C or line 2 here and on line 19, otherwise enter zera .4
Short-Term Capital Gains and Losses
5. Total current short-term capital gains and (I0SSES)..........uiviiiiiriiiieiiniiiiininns . 5 (110,000)
6. Non-business short-term capital gains and (losses)... 4. 6
7. Apportionable STCG/(L). Subtract line 6 from line 5 and apportion..................... 7). (110,000) 0.100000 (11,000)
8. Non-business STCG/(L) @llOCADIE t0 AIBSKAL . ... ... ... it ittt et et et et et et et et e et et e ees 8
9. Alaska unused capital loss carryover 9| ( )
10. Net short-term capital gain or (I0SS), add INES 7C, 8, ANU Q.....vvviriiiiieiee ittt e e e et e et e e e e e e s e e e eee e e e e e ...10]. (11,000)
Long-Term Capital Gains and Losses
11. Total current long-term capital gains and (I0SSES)..........uureuiiiiiriiiiiiiaiiaanaenns A1 440,000
12. Non-business long-term capital gains and (losses) 12 80,000
13. Apportionable LTCG/(L). Subtract line 12 from line 11and apportion................., A3 360,000 0.100000 36,000
14. Non-business LTCG/(L) alloCable t0 AIRSKAL. ..... ... uuit ittt et et et e e e et e e e et e et e e e eanee ...14
15, ENter amOUNE fTOM M@ B .. ettt et e e e oot ettt et et et e et oot o et e e ettt ah et e e e e et ee e e e e e an et e e e e aeeaee e e ..15]....
16. Net long-term capital gain or (10ss). Add lINES 13C, 14, AN L15.......eiiuutieiit it et e e e et e e e e e e e .16 36,000
Summary
17. Excess net short-term capital gain, line 10, over net long-term capital 10SS, IN€ L16............uviriiriiiiiiiiii e | 17| -
18. Alaska net capital gain. Excess net long-term capital gain, line 16, over net short-term capital loss,
line 10. Enter here and 0N SCREAUIE D, N 2..........iiuiieii e e et et ettt e et et e et e e e e et et et e e e e e ee e e e e e 18 25,000
19. Ifline 1C is a loss, enter here, otherwise enter the amount from lINE A...........ccooiiiiiiiiiiii e e .19 (27,000)
20. Add lines 17, 18, and 19. Enter here and on SChEAUIE H, INE LLA. . ..uvvviiiitiit ittt e ... 20].. (2,000)
SCHEDULE K - ALASKA CHARITABLE CONTRIBUTION DEDUCTION
O oAU (=Y o[ Aot g F=T g [ 7= o) (=Y 3o 10 11 1o LU 110 )3 T 1 500,000
2. Alaska Education Credit contributions from Schedule G, line 1.. 2 200,000
R T YU o1 Vo [T =302 001 4 18110 = e 3 300,000
4.  Apportionment factor from Schedule 1, line 5. Corporations operating only in Alaska, enter 1.0............covriiiiiereiiiieee e eeei e 4 0.100000
5. Current Alaska charitable contributions. Multiply IN€ 3 Y INE 4. ... it e e e e 5 30,000
6. Alaska excess charitable contribution carryover from prior years. Enter as a positive NUMDEL. ...........occoviiiiiiiiiiii e B -
R Vo [o N [Ta Y=Y 3= Vo o I I 7 30,000
8. Enter the sum of Schedule H, lines 9, 10, and 11a, but NOt [€SS thaN ZEIQ.............vvviieiie it e eee | 8 1,069,000
LS TR T VA g L= T2 1= E N 0L PPN 9 106,900
10. Alaska charitable contribution deduction. Enter the lesser of line 7 or line 9 here and on Schedule H, line 11b.............c.coovvvviniinnnnes. ...10) 30,000
11. Alaska excess charitable contribution carryover. Line 7 minus N L0...........iuiiiiii e e et e e W11 -
SCHEDULE L - ALASKA DIVIDENDS-RECEIVED DEDUCTION (DRD)
1. Dividend income included in Schedule H, iNe 3. e | 1| 510,000
2. Less: Dividends not eligible for DRD (do not include any dividend in more than one line below):
(a) Intercompany dividends from Schedule H, line Bb..............coooiiii s ...2a -
(b) Section 78 gross-up dividends from Schedule H, liN€ 6C.............c.coviiiiiiiiiiiiiii e ...2b 200,000
(c) 100% of dividends from foreign corporations. Divide Schedule H, line 6d ¥ .8....................... ...2¢}. 200,000
(d) Dividends subtracted on Schedule H, line 6f as non-business income................c..cooviviiinnns 2d 10,000
(e) Total subtractions (add lines 2a through 2d)............cciiiiiiiii e 28 410,000
3. Total. Subtractline 2e from liNe L..........cooiiiiiiiiiiiiii .. 3 100,000
4. Apportionment factor from Schedule I, line 5. Corporations operating only in Alaska, enter 1.0.............ooiiriiiininiiieineee e 4 0.100000
5. Apportioned dividends (MUultiply i@ 3 DY [INE 4)...... oo i ettt 5 10,000
6. Add dividends allocable to Alaska included on Schedule H, [IN@ 1Q............coooiiiiiiiiiiiii e e 6f...... -
7. Total dividends included in taxable income (add INES 5 AN B).........c..iiiiiniiiii ittt fee Zhooi 10,000
A B C
8. DRD prior to limitations (segregate dividends in line 7 and multiply by proper %) Apportioned Dividends Percentage DRD (A x B)
(a) Dividends qualifying for 100% deducCtion...............cceiiiiuniiuiiniiiiiiiieeeeinens 8a 100%
(b) Dividends qualifying for 80% deduction...............c.oveuiieiieiiiiiiiiiiiiiieeeee s ..8b)........... 80%
(c) Dividends qualifying for 70% deducCtion..............cc.ueieiieiiiiniiieiiiiei e ..8cf..... 10,000 70% 7,000
(d) Other, if applicable (enter % in coluMN B)..........ccooveuiiniiiiiiiiiiiee e ...8d
9. Tentative dividends-received deduction. Add lines 8a through 8d, column C. Enter here and carry the deduction,
subject to IRC 246 limitation based upon Alaska taxable income, to Schedule H, line 11c (See iNStruCtionS)............ccoveveereieneeieennannns ....9].. 7,000

Form 04-611 (Revised 12/1998) Page 6




Appendix B

FORM |ALASKA CORPORATION NET INCOME TAX RETURN 1998
04-611 For the calendar year 1998 or the taxable year beginning DEPARTMENT USE ONLY
, 1998 and ending , 19
Federal EIN Alaska Commerce ID # NAICS Code Alaska Business License #
I R A I I I
Name Telephone Number
Mailing Address Fax Number
City State Zip Code E-Mail Address
Contact Person Title Contact Telephone Number
Check applicable boxes: RETURN DATA
[First Alaska return Yes No (Check Yes or No)

. [d [J 1. Isafederal extension in effect? If yes, attach a copy of Form 7004.

Final Alaska return [ Gl 2. Isthis an information report for a corporation that is inactive in Alaska?
Name or address change since last year [d [J 3. Isthis anon-affiliated corporation doing business only in Alaska with an

o - apportionment factor of 1.00? Note: If yes, use Short Form 04-611SF.
Limited Liability Company (LLC) [d [ 4. Isthis awater's edge combination? See AS 43.20.073. If yes, Schedule B,
[Exempt organization (see instructions) question #1 must be completed.

) ) [d [y 5. Isthisaconsolidated Alaska return including more than one corporation with
i5-Corporation (Attach 11205) Alaska business activity? If yes, complete Schedule B, question #1.
Homeowners Association (Attach 1120H) [ [ 6. Areanybusiness activities conducted by a member of the affiliated group

excluded from the combined report as non-unitary business activities?

P SCHEDULE A - NET INCOME TAX SUMMARY DEPT USE ONLY
Alaska income (loss) from Schedule H............ooiiii e CAl 1,507,500
Alaska net operating loss deduction (attach schedule)..............cocoooiiiiiiiiiin s 2l - NL
Alaska taxable income. Subtractline 2 fromline L............cocoiviiiiiiiiiii i, 3. 1,507,500 |TI
Alaska income tax from Schedule D, N 7.......coviirir i e VAL 137,745 |Tx
Other taxes from Schedule E, lIN€ 8.........oovii it e e 5l....... 7,500 |oT
Federal-based credits from Schedule F, [IN€ 16............coooiuiiiiiiiiiiiiiiei e Bl (1,500)|cr
Total Tax. SUM Of INES 4, 5 aNd B......vivniie it e e e e e 4 IO 143,745
Incentive Credits (S€e INSIIUCTIONS).. ... .c.it it et ettt eineen ] LBl ) [ic
Alaska Education Credit from Schedule G, IN€ 4...........ccooiiiiiiiiiiiii i L9 (143,745)|ec
Net Alaska income tax (line 7, net of lines 8 and 9) if more than $500,
attach FOrmM 04-708...... ..ot e e JA0f - NT
Payments from Page 3, Schedule C.......... ... e AL PT.
Tax due. If line 10 is larger than line 11, enter amount of tax dug................ccoeuvunen, LA2)
Overpayment. If line 11 is larger than line 10, enter amount overpaid.....................] AL
Penalty for underpayment of estimated tax (Form 04-708, line 18, see instructions)....]. 14} .................... uP
Penalty for failure to file (See INStrUCtiONS).........c.oouiiiiiiie e A5 PF
Penalty for failure to pay (S€€ INStrUCIONS). . .......ceiiuiitiiiie et LB PP
INterest (SEE INSIIUCIONS). . ... uu it et ettt et et e et et e e e en e ens ] A7 IN
Total amount due (overpaid). Line 12 plus lines 14-17, or line 13 less lines 14-17..... LB e
Overpayment credited to 1999 estimated taX.........ocvevverieriiiiie e e eenenn ] 19f.......... CF
Refund (line 18 reduced by liN€ 19).. .. ...ttt et e e e .20, RF
| declare, under penalties of perjury, that | have examined this return, including accompanying schedules and statements, and to DEPT USE ONLY
the best of my knowledge and belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all
information of which preparer has any knowledge.
Officer's Date Title
Signature
Preparer's Date Check if Preparer's social security number
Signature self-employed | |
Frmsname @ E.I. No.
yours if self-employed) Zip Code
and address
Form 04-611 (Revised 12/98) Page 1 Dept Use Only

Validation Number:|
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v

SCHEDULE B - TAXPAYER INFORMATION

1. Affiliated Taxpayer Information. Complete the following information for all Alaska taxpayers included in the affiliated group of the taxpayer(s): Lltis only those corporations having nexus in Alaska. You may also
use this schedule to satisfy information reporting requirements of affiliated corporations registered to do business in Alaska which have no business activity in the state.

(a) (b) (c) (d) (e) (f) (9) (h) (1
Is this an inactive | Year Began Included in Included as
Name and Address of each Alaska taxpayer corporation Doing State of federal a "taxpayer”
in the affiliated group Federal Employer Alaska Commerce Alaska Business report? Business Commercial | Consolidated | in this return
No. (Attach schedule if additional space is required) ID Number File Number License Number Y/N in Alaska Domicile Return Y/N Y/N
1|CORP C N 1988 AK Y Y
L[] L[]
2|CORP A N 1980 CA Y N
L[] L[]
L[] L[]
L[] L[]
L[] L[]
L[] L[]
L[] L[]
\4
2. If any taxpayer included in this return is included in a federal 3. If this is the first return, indicate whether: 4. Name and address on your prior year's return if different

consolidated return (Form 1120), provide the Name, Address,
and Federal Employer Identification Number of the common
parent of the federal consolidated group:

EIN:

Name:

A Corporation
Address:

O New business

O  Successor to previously existing business

from page 1. State the reason for the change (e.g.,
merger, name change, etc.)

Name:
Enter name, address and federal Employer Identification
Number of previous business: Address:
EIN:
Name: Reason:
Address:

Form 04-611 (Revised 12/1998)

Page 2




Appendix B

NAME:

CORP C

EIN:

TAX RATE SCHEDULE (AS 43.20.011) SCHEDULE C
If your Alaska taxable income is: TAX PAYMENT RECORD
(5) Estimated Payments Date Amount
@ Of The @ 04-711
1) But Less 3) (4) Amount (2) 04-711
At least Than Your Tax Is Plus Over (3) 04-711
-0- 10,000 -0- 1% -0- 4 04-711
10,000 20,000 100 2% 10,000
20,000 30,000 300 3% 20,000 Tentative Tax 04-709
30,000 40,000 600 4% 30,000
40,000 50,000 1,000 5% 40,000 Overpayment From Prior Year
50,000 60,000 1,500 6% 50,000
60,000 70,000 2,100 7% 60,000 Apply Nonresident Affidavit Cash Security
70,000 80,000 2,800 8% 70,000
80,000 90,000 3,600 9% 80,000 Less: Quick Refund (Form 4466) )
90,000 or More 4,500 9.4% 90,000
Total Payments to Schedule A, Line 11
SCHEDULE D - ALASKA TAX COMPUTATION
A B
1. Alaska taxable income from Schedule A, i@ 3.......uvve oo eee e L1 1,507,500 1,507,500
2. Net capital gain from Schedule J, line 18, but not more than line 1.
Ifline 1iS @l0SS, ENIET ZEIQ.. ... .t et et e e ’ 2 -
Ordinary income. Subtract line 2 from line 1. If less than zero, enter zera............ 3 1,507,500 1,507,500
To compute the tax on ordinary income, apply the amount on line 3 to
the Tax Rate Schedule
(@) Tax from column 3 of the Tax Rate Schedule....................ccccoeeeeeeeerennnnn.....|.4a | 4,500 4,500
(b) Ordinary income from line 3 aboVe.................cceeeeiiiiiiee e L 4D 1,507,500 1,507,500
(c) Amount from column 5 of the Tax Rate Schedule..................ccccevieeeeeeeeniean. Ac ... 90,000 90,000
(d) Excess. Subtractline 4cfromline 4b...............coooiiiiiiiiiiii i 4d 1,417,500 1,417,500
(e) Percent from column 4 of the Tax Rate Schedule....................cc...c.oo.o........| 4e 9.4% 9.4%
() Multiply line 4d by N 4€...........oeeiii e | Af 133,245 133,245
(g) Tax on ordinary income. Add lines4aand 4f..................ccocoeeeeeenecieeee 0 L 400 137,745 137,745
5. Taxon net capital gain. Multiply line 2 by 4.5%..........c.cooiiiiiiiiiii e, IS -
6. Alaskaincome tax. Add iN@S 4G and 5............covviuuiiiieiii e 6. 137,745 137,745
7.  Enter the lesser of line 6, column A or B here and on Schedule A, line 4............ » 7 137,745
SCHEDULE E - OTHER TAXES
(AS 43.20.021)
Vv A B
1. Alternative minimum tax from federal Form 4626............... la 277,778 x 18% 1b 50,000
2. Credit for prior year minimum tax from Form 1120,
Schedule J, i€ 4€...........oooiiiiiiii i .2a x 18% 2b )
3. Other federal taxes (attach schedule)...................ocoooeee . 3a....... x 18% 3b
4. Total other taxes. Add liNes 1b through 3h............coooi it e e 4 50,000
5.  Alaska apportionment factor, from Schedule |, INE 5...............ccooimi i e 5 0.150000
6. MUIIPIY INE 4 DY INE B.. .o e e e e e e 6 7,500
7.  S-Corporation corporate level taxes, see instructions (attach Schedule)..............coocooiiiii ’ .7 -
8. Addlines 6 and 7. Enter here and on SChedule A, lINE B........eve e e e e ’ 8 7,500
Form 04-611 (Revised 12/1998) Page 3
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Name: EIN:

CORP C

SCHEDULE F - CREDITS

1. Current year general business credit
(a) Current year federal general business credit (line 2, Part I, Federal Form 3800)............. NV ............... P 1a | ...................... 55,556
(b) Current year federal investment tax credit (line 5, Part |, Federal Form 3468).10.{............ccccoooiiiiiiiiiiiiinii e,
(c) Current year credit for employer social security and Medicare taxes paid on
certain employee tips (line 6, Part |, federal Form 8846)...............cccoeunnne. AC i
(d) Current year trans-Alaska pipeline liability fund credit (line 1n, Part I,
federal FOrm 3800)... ... c.itit it Add.........
(e) Total of INes 1h throUGh Ld..... ... et et et et e e def
(f) Current year general business credit. (Subtract line 1€ from 1a)...........ccoeeiiiiiiiiiiii e P L, 55,556
2. Alaska apportionment factor from SChedule |, INE 5........cc.ciiiuiiiiiieieceeeece e e 2 s 0.150000
3. MUIIPIY INE LE DY N 2.ttt ettt et et b ettt e et e e ae et e aeeas et e s e ess et e e e e e et e e e eee s L. 3, 8,333
4, MUIIDIY INE 3 0Y 18Y0.....veviieieieiee ettt ettt ettt ettt ettt et e e st e e ae et e b e e beens et e e seesa et e sbeeasentessasseessesneamn s esneesan e e s Aol 1,500.
5. Alaska general business credit carryover (attach SChedUI)............coouiiiiiiiiiiiii e | T -
6. Tentative general business credit. Add INES 4 AN B........co.iiiitiiiiiiiice ettt sre e B 1,500
7. Alaska income tax from Schedule A, INE 4............inii e e e e e e e e 137,745
8. Other federal-based credits that reduce regular tax before the general business credit \ 4
(a) Nonconventional source fuel Credit............ouviiiiiiiiiiie e Ba
(b) Qualified electric vehicle credit (line 13, federal Form 8834)...........ccccceeuennne BB
(c) Total other federal-based credits. Add lines 8a and 8h.............cooiiiiiiiiiiii e BC i -
9. MUILIPIY INE BC DY IINE 2.ttt ettt h e et et e ek b e e e kbt e et bt e ekt e e e ebbeeebe e e e sbeeabbeessemmn e en .9,
10. MURIPIY TINE 9 DY 180, ettt ettt ettt e ettt e ek bt e 2ok ke e ea bt e e ek et e e ek b e e e emb e e e ebtee e esbeeeambeeeabbeaeanteame e 1 .
11. Enter smaller of line 7 or line 1Q
12. SUBLFACE [INE 1L FTOM IINE 7. e ettt e e e e e e et e e et e e e e et e e e e e e e e e A2 137,745
13. If line 12 is greater than $4,500, enter 25% Of the EXCESS.. ... .. it ittt e ee e A3 33,311
14. SUDLraCt [INE L3 FTOM HINE L2 e e oot et e e e et eee e e et e et e e e et et et e e e e s A4 104,434
15. ENter 1€SSer Of [INE 6 OF lINE L4 .. ... oo e e e e e e e e et et e e e et e e e e e e e e et e e e eaeaa A8 1,500
16. Total federal-based credits allowed. Add lines 11 and 15 and enter on Schedule A, line 6.............................] ’ A6 1,500
17. Alaska general business credit carryforward. Subtract line 15 from line 6
(bUt NOt 1ESS thAN ZEIO) .. .. vt e P AT

SCHEDULE G - ALASKA EDUCATION CREDIT
(AS 43.20.014)

A taxpayer is allowed a credit for cash contributions accepted for direct instruction, research and educational support purposes,
including library and museum acquisitions. Contributions accepted for endowment purposes are also eligible for the credit. The
contribution must be given to an accredited, nonprofit, two or four year public or private college or university in Alaska. Attach a
schedule if more than four contributions were made. The Alaska education credit may not exceed $150,000. A corresponding
deduction for the gross qualified contribution (line 1 amount below) is not allowed under 26 U.S.C. 170 for purposes of this return.

Contribution(s)
Payor Name of College or University Date Amount
CORP C UAA 7/1/98 200,000
1. Total qualified contributions. Enter the total of the qualified contributions but not more than $200,000.
Enter here and on FOrm 04-611 SChedule K, INE 2.........iui et e e et VA T 200,000
2. Enter lesser of $50,000 0r 50% Of lINE L.. ... oottt e e e et e e e 2 50,000
3. Subtract $100,000 from line 1. If less than zero, enter zero. Do not enter more than $100,000................cevveveen. L3 100,000
4. Total Alaska education credit. Add lines 2 and 3; enter here and on Schedule A, line 9 (maximum: $150,000) (Limited to Tax)
but not more than the total tax reduced by incentive credits (Schedule A, line 7 less lin€ 8)...........cccccevvviiiiinninnn. A 143,745. ...
Form 04-611 (Revised 12/1998) Page 4 4




Appendix B

NAME: EIN:

CORP C

© 00

10.
11.

12.

SCHEDULE H - COMPUTATION OF ALASKA INCOME

. Federal taxable income (loss), Form 1120, line 28, or Form 1120A, line 24 as actually filed by

taxpayer or taxpayer's federal consolidated groUP............ouie ittt >| 1| 14,940,000
. Adjustments for combined reporting Affiliated taxpayers only. (Attach schedules - by company):

(a) Add: Form 1120, line 28 income (loss) of domestic unitary corporations not v

included in line 1 with 20% or greater U.S. factors.............cccooiviiiiiiiinineny ..2af......... (1,710,000)

(b) Add: Foreign unitary corporations with 20% or greater U.S. factors......................... 2b 1,500,000

(c) Add: FSC profit before federal exemption, DISC, and tax haven corporations.......... 2]

(d) Remove: Federal taxable (income) loss of nonunitary corporations

INCIUAEd INTINE L. ouee e e L2d)..
(e) Remove: Federal taxable (income) loss of unitary corporations included
in line 1 whose average U.S. factors are less than 20%................c.c..ce.e. .2el...... (4,400,000).........

(f) Intercompany eliminations (See INStrUCHIONS).........uvuiiiiiiii e L2 (230,000)

(g) Total adjustments for combined reporting. Add lines 2a through 2f.............oi 200 (4,840,000)
. Net income before state modifications and adjustments. Add lines 1 and 2g...........cooveiviiiiiiiiiiiiiiee e .3 10,100,000
. Additions for items deducted in line 3 above (Attach schedules - by company):

(a) Taxes based on or measured by NEtINCOME. ...........coiitiiiiiiiiii e .. 4a 860,000

(b) Expenses incurred to produce non-business iINCOME. ..........couviiineiiiiiiiiiiinnnn, 4b 1,000

(c) Federal charitable contributions from federal Form 1120, line 19..................coeeeee. LAC) 750,000.............

(d) Net section 1231 losses from federal Form 4797, line 11...........coooviiiiiiiiiiiiiinnnn. LAdf 270,000................

(e) Other (attach detailed schedule by type)..........coviiiiiiiii LAel

(f) Total additions (add lINES 4a throUGh 4€).. ... ... i i e e e L Af 1,881,000
CTotal. Add INES B AN Af ... e 5 11,981,000
. Subtractions for items included in line 3 above (Attach schedules - by company):

(a) Interest from obligations of the United States............ccoovieiiiiiiiniiii e, 6a 1,000

(b) Intercompany dividends between members of the water's edge group................... 6b

(c) Section 78 gross-up diVIAENAS. . ... ...uiiie i 6C 200,000

(d) 80% of dividends received from foreign corporations..............coceeeeeeiieiiniiniininnennnn. ...6d] 160,000

(e) 80% of royalties accrued or received from foreign corporations..................cooeeene 6e 400,000

(f) Non-business income (attach detailed schedule by type)..........ccoooviiiiiiiii] L6 90,000......

(g) Federal Form 1120, line 8 capital gain income not included in line 6(f).................. 69 420,000

(h) Net section 1231 gains from federal Form 4797, line 12.............ccoiviiiiiiinannnn. 6h

(i) Other (attach detailed schedule by type).........cooviiiiiiiiii e ...61)......

() Total subtractions (add lines 6a through BL)..............ii it e e 6] 1,271,000
. Apportionable income (loss). Subtract line 6] from liNe 5......... ..o 7 10,710,000
. Apportionment factor from Schedule |, INE 5. .. ... e e ...8 0.150000
. Income (loss) apportioned to Alaska (Iine 7 tiMes lINE 8)........uuiniin i e 9 1,606,500

Non-business income (loss) net of expenses allocable to Alaska (attach schedule by company and type)....... » L10) 10,000

Alaska Items:

(a) Alaska capital and section 1231 gain (loss) from Schedule J, line 20...................... l1laf............. (40,500)

(b) Alaska charitable contribution deduction from Schedule K, line 1Q..................cceene. 11b)... (51,000)

(c) Alaska dividends-received deduction from Schedule L.............coooiiiiiiiiiii . 1lc (17,500)

(d) Total (add lINeS 118 throUGN L1C). ...t it ittt et e e e e e ettt e e ettt 11d (109,000)

Alaska taxable income (loss) before net operating loss. Add lines 9, 10 and 11d. Enter here and

ON SChEAUIE A, TINE L. .o e e e et e et ettt et et e e et e e e .12 1,507,500

SCHEDULE | - APPORTIONMENT FACTOR
v v
Compute to 6 Decimal Places A B C
Total Within Alaska Total Within & Without Alaska A divided by B

L Property... L. 23,000,000 100,000,000 | 2 | 3 | 0 |0 |0 |0
Payroll 2 5,712,000 28,560,000 | 2 | 0 | 0 |0 I0 |0
LSaleS. ] 2,800,000 140,000,000 | 0 | 2 | 0 |O I0 |0
. Total of lines 1, 2.and 3, COIUMN G e e et e e e e e e e 4 | 4| 5 |0 |0 I0 |0
. Alaska apportionment factor. Divide line 4 by 3 (if less than 3 factors are used, see instructions).................. ’ =] ]...J. ].5..].0... ].0... l.0...]0..

Form 04-611 (Revised 12/1998) Page 5




Appendix B

NAME: EIN:
CORP C
SCHEDULE J - ALASKA CAPITAL AND SECTION 1231 GAINS AND LOSSES
A B C
Section 1231 Gains and Losses Combined AK Factor Alaska Gain or (Loss)
1. Current section 1231 gains and (losses). If a loss enter the result on line 19...... | 1 (270,000) 0.150000 (40,500)
2. Alaska non-recaptured net section 1231 losses from prior years. Enter as a positive NUMDbEL ..............cooeiiiiiiiiiiiiiee e Jn 2
3. Ifline 1C is a gain, subtract line 2 from line 1C, but not less than zero. Enter here and on liN€ 15.........co.oiiiiiiiiiiiiiiiii e .3l
4. Ifline 1C is a gain, enter the lesser of line 1C or line 2 here and on line 19, otherwise enter zera .4
Short-Term Capital Gains and Losses
5. Total current short-term capital gains and (I0SSES)..........uiviiiiiriiiieiiniiiiininns . 5 (110,000)
6. Non-business short-term capital gains and (losses)... 6
7. Apportionable STCG/(L). Subtract line 6 from line 5 and apportion..................... 7). (110,000) 0.150000 (16,500)
8. Non-business STCG/(L) @llOCADIE t0 AIBSKAL . ... ... ... it ittt et et et et et et et et e et et e ees 8
9. Alaska unused capital loss carryover 9| ( )
10. Net short-term capital gain or (I0SS), add INES 7C, 8, ANU Q.....vvviriiiiieiee ittt e e e et e et e e e e e e s e e e eee e e e e e ...10]. (16,500)|
Long-Term Capital Gains and Losses
11. Total current long-term capital gains and (I0SSES)..........uureuiiiiiriiiiiiiaiiaanaenns A1 440,000
12. Non-business long-term capital gains and (losses) 12 80,000
13. Apportionable LTCG/(L). Subtract line 12 from line 11and apportion................., A3 360,000 0.150000 54,000
14. Non-business LTCG/(L) AlOCADIE t0 AIBSKAL ....... .. it tit ittt e ettt oo e e e e et et ettt et e e e e e e e e e e e e e et .14 (40,000)
15, ENter amMOUNE frOM M@ B .. ettt ettt et oot oottt et et ettt et oot o et e e et h e ah et e e e e e et o et ee e e an e eh e e et aeenee e ..15]...
16. Net long-term capital gain or (10ss). Add lINES 13C, 14, AN L15..... .. oiiuurieiii ittt e e e et e e e ea e e et .16 14,000
Summary
17. Excess net short-term capital gain, line 10, over net long-term capital 10SS, IN€ L16............uviriiriiiiiiiiii e | 17| - |
18. Alaska net capital gain. Excess net long-term capital gain, line 16, over net short-term capital loss,
line 10. Enter here and on Schedule D, N8 2...... ... e et e 18 -
19. Ifline 1C is a loss, enter here, otherwise enter the amount from lINE A...........ccooiiiiiiiiiiii e e .19 (40,500)
20. Add lines 17, 18, and 19. Enter here and on SChEAUIE H, INE LLA. . ..uvvviiiitiit ittt e ... 20].. (40,500)
SCHEDULE K - ALASKA CHARITABLE CONTRIBUTION DEDUCTION
O oAU (=Y o[ Aot g F=T g [ 7= o) (=Y 3o 10 11 1o LU 110 )3 T 1 500,000
2. Alaska Education Credit contributions from Schedule G, line 1.. 2 200,000
R T YU o1 Vo [T =302 001 4 18110 = e 3 300,000
4.  Apportionment factor from Schedule 1, line 5. Corporations operating only in Alaska, enter 1.0............covriiiiiereiiiieee e eeei e 4 0.150000
5. Current Alaska charitable contributions. Multiply IN€ 3 Y INE 4. ... it e e e e 5 45,000
6. Alaska excess charitable contribution carryover from prior years. Enter as a positive NUMDEL. ...........occoviiiiiiiiiiii e Bl 6,000
R Vo [o N [Ta Y=Y 3= Vo o I I 7 51,000
8. Enter the sum of Schedule H, lines 9, 10, and 11a, but NOt [€SS thaN ZEIQ.............vvviieiie it e eee | 8 1,576,000
LS TR T VA g L= T2 1= E N 0L PPN 9 157,600
10. Alaska charitable contribution deduction. Enter the lesser of line 7 or line 9 here and on Schedule H, line 11b.............c.coovvvviniinnnnes. ...10) 51,000
11. Alaska excess charitable contribution carryover. Line 7 minus N L0...........iuiiiiii e e et e e W11 -
SCHEDULE L - ALASKA DIVIDENDS-RECEIVED DEDUCTION (DRD)
1. Dividend income included in Schedule H, iNe 3. e | 1| 510,000
2. Less: Dividends not eligible for DRD (do not include any dividend in more than one line below):
(a) Intercompany dividends from Schedule H, line Bb..............coooiiii s ...2a -
(b) Section 78 gross-up dividends from Schedule H, liN€ 6C.............c.coviiiiiiiiiiiiiii e ...2b 200,000
(c) 100% of dividends from foreign corporations. Divide Schedule H, line 6d ¥ .8....................... ...2¢}. 200,000
(d) Dividends subtracted on Schedule H, line 6f as non-business income................c..cooviviiinnns 2d 10,000
(e) Total subtractions (add lines 2a through 2d)............cciiiiiiiii e 28 410,000
3. Total. Subtractline 2e from liNe L..........cooiiiiiiiiiiiiii .. 3 100,000
4. Apportionment factor from Schedule I, line 5. Corporations operating only in Alaska, enter 1.0.............ooiiriiiininiiieineee e 4 0.150000
5. Apportioned dividends (MUultiply i@ 3 DY [INE 4)...... oo i ettt 5 15,000
6. Add dividends allocable to Alaska included on Schedule H, [IN@ 1Q............coooiiiiiiiiiiiii e e 6f...... 10,000
7. Total dividends included in taxable income (add INES 5 AN B).........c.uiiiiiniiiii et et e e e Zhoo 25,000
A B C
8. DRD prior to limitations (segregate dividends in line 7 and multiply by proper %) Apportioned Dividends Percentage DRD (A x B)
(a) Dividends qualifying for 100% deducCtion...............cc.vieiuiiuiiniiiieiieeeenens 8a 100%
(b) Dividends qualifying for 80% deduction...............c.oveuiieiieiiiiiiiiiiiiiieeeee s ..8b)........... 80%
(c) Dividends qualifying for 70% deducCtion..............cc.ueieiieiiiiniiieiiiiei e ..8cf..... 25,000 70% 17,500
(d) Other, if applicable (enter % in columMN B)..........ccooveuiiiiiiiiiiiiiiee e ...8d
9. Tentative dividends-received deduction. Add lines 8a through 8d, column C. Enter here and carry the deduction,
subject to IRC 246 limitation based upon Alaska taxable income, to Schedule H, line 11c (See iNStruCtionS)............ccoveveereieneeieennannns | 17,500
Form 04-611 (Revised 12/1998) Page 6 6



Appendix C

FORM |ALASKA CORPORATION NET INCOME TAX RETURN 1998
04-611 For the calendar year 1998 or the taxable year beginning DEPARTMENT USE ONLY
, 1998 and ending , 19
Federal EIN Alaska Commerce ID # NAICS Code Alaska Business License #
I R A I I I
Name Telephone Number
Consolidated CORPs A & C
Mailing Address Fax Number
City State Zip Code E-Mail Address
Contact Person Title Contact Telephone Number
Check applicable boxes: RETURN DATA
[ First Alaska return Yes No (Check Yes or No)
. [ T[4 1. Isafederal extension in effect? If yes, attach a copy of Form 7004.
[ Final Alaska return (M [ 2. Isthis aninformation report for a corporation that is inactive in Alaska?
[ Name or address change since last year a1 [ 3. Isthis anon-affiliated corporation doing business only in Alaska with an
o - apportionment factor of 1.00? Note: If yes, use Short Form 04-611SF.
G Limited Liability Company (LLC) (X [ 4. Isthisawater's edge combination? See AS 43.20.073. If yes, Schedule B,
[ Exempt organization (see instructions) question #1 must be completed.
. @ [ 5. Isthisaconsolidated Alaska return including more than one corporation with
Lk S-Corporation (Attach 1120S) Alaska business activity? If yes, complete Schedule B, question #1.
[ Homeowners Association (Attach 1120H) @ [J 6. Areanybusiness activities conducted by a member of the affiliated group
excluded from the combined report as non-unitary business activities?
P SCHEDULE A - NET INCOME TAX SUMMARY DEPT USE ONLY
1. Alaska income (loss) from Schedule H.............ooiiiiii oo e B T 2,537,000
2. Alaska net operating loss deduction (attach schedule)..............cccooiiiiiii . 2 - NL
3. Alaska taxable income. Subtract line 2 from line L...........ocuiviiiiii i V3. 2,537,000 (TI
4, Alaska income tax from Schedule D, INE 7......oooiviinieiieee et VAL 233,416 [1X
5. Other taxes from Schedule E, INE 8........coooiiiiriiiieee et e L= PO 12,500 |oT
6. Federal-based credits from Schedule F, liNe 16.............cccoviiiiiiiiiiiiiiiii e Bl (2,500)|cr
7. Total Tax. SUM Of NS 4, 5 aN0 B....eevviieie e et e e e e e eee e Y4 T 243,416
8. Incentive Credits (S€e INSIIUCTIONS). . ... .oe ittt it eeaeanenn ] LBl ) |ic
9. Alaska Education Credit from Schedule G, lIN€ 4............ccooiiiiiiiiii i Ol (150,000) [Ec
10. Net Alaska income tax (line 7, net of lines 8 and 9) if more than $500,
AACN FOIM 04-7T08... ... ettt e e et e e e e e e e e e e A0) e, 93,416 |NT
11. Payments from Page 3, Schedule C......... ..ot AL PT
12. Tax due. If line 10 is larger than line 11, enter amount of tax due...................oeooee LA2)
13. Overpayment. If line 11 is larger than line 10, enter amount overpaid...................... LB
14. Penalty for underpayment of estimated tax (Form 04-708, line 18, see instructions)....|. 14}.................... uUp
15. Penalty for failure to file (S€e INStrUCLIONS)........vuiiiie i A5 PF
16. Penalty for failure to pay (S€€e INStrUCLIONS).........cviuiiiiie et LB PP
17. INterest (SEE INSIIUCIONS). . ... uuie et ettt et e e et et et ae e eee e ens ] A7 IN
18. Total amount due (overpaid). Line 12 plus lines 14-17, or line 13 less lines 14-17..... LB e
19. Overpayment credited to 1999 eStimated taX..........cveieiriiriiiie et e e e eeaean L19f.......... CF
20. Refund (line 18 reduced by lIN€ 19)......cciiiitiit e e e .20, RF
| declare, under penalties of perjury, that | have examined this return, including accompanying schedules and statements, and to DEPT USE ONLY
the best of my knowledge and belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all CFWD
information of which preparer has any knowledge.
Officer's Date Title
Signature REFUND
Preparer's Date Check if D Preparer's social security number
Signature self-employed | | APPROVED
Firm's name (or R L
yours if self-employed) Zip Code DATE
and address
Form 04-611 (Revised 12/98) Page 1 Dept Use Only

Validation Number:|




Appendix C

v

SCHEDULE B - TAXPAYER INFORMATION

1. Affiliated Taxpayer Information. Complete the following information for all Alaska taxpayers included in the affiliated group of the taxpayer(s): Lltis only those corporations having nexus in Alaska. You may also
use this schedule to satisfy information reporting requirements of affiliated corporations registered to do business in Alaska which have no business activity in the state.

(a) (b) (c) (d) (e) (f) (9) (h) (1
Is this an inactive | Year Began Included in Included as
Name and Address of each Alaska taxpayer corporation Doing State of federal a "taxpayer”
in the affiliated group Federal Employer Alaska Commerce Alaska Business report? Business Commercial | Consolidated | in this return
No. (Attach schedule if additional space is required) ID Number File Number License Number Y/N in Alaska Domicile Return Y/N Y/N
1|CORP C N 1988 AK Y Y
L[] L[]
2|CORP A N 1980 CA Y Y
L[] L[]
L[] L[]
L[] L[]
L[] L[]
L[] L[]
L[] L[]
\4
2. If any taxpayer included in this return is included in a federal 3. If this is the first return, indicate whether: 4. Name and address on your prior year's return if different

consolidated return (Form 1120), provide the Name, Address,
and Federal Employer Identification Number of the common
parent of the federal consolidated group:

EIN:

Name:

A Corporation
Address:

O New business

O  Successor to previously existing business

from page 1. State the reason for the change (e.g.,
merger, name change, etc.)

Name:
Enter name, address and federal Employer Identification
Number of previous business: Address:
EIN:
Name: Reason:
Address:

Form 04-611 (Revised 12/1998)

Page 2




Appendix C

NAME: EIN:
Consolidated CORPs A & C
TAX RATE SCHEDULE (AS 43.20.011) SCHEDULE C
If your Alaska taxable income is: TAX PAYMENT RECORD
(5) Estimated Payments Date Amount
@ Of The O 04711
1) But Less 3) (4) Amount (2) 04-711
At least Than Your Tax Is Plus Over (3) 04-711
-0- 10,000 -0- 1% -0- 4 04-711
10,000 20,000 100 2% 10,000
20,000 30,000 300 3% 20,000 Tentative Tax 04-709
30,000 40,000 600 4% 30,000
40,000 50,000 1,000 5% 40,000 Overpayment From Prior Year
50,000 60,000 1,500 6% 50,000
60,000 70,000 2,100 7% 60,000 Apply Nonresident Affidavit Cash Security
70,000 80,000 2,800 8% 70,000
80,000 90,000 3,600 9% 80,000 Less: Quick Refund (Form 4466) ( )
90,000 or More 4,500 9.4% 90,000
Total Payments to Schedule A, Line 11 $
SCHEDULE D - ALASKA TAX COMPUTATION
A B
1. Alaska taxable income from Schedule A, i€ 3.......uvve oo e L1 2,537,000 2,537,000
2. Net capital gain from Schedule J, line 18, but not more than line 1.
IfliN€ 1S @10SS, ENIET ZETQ......uuive et et et e e et e e ’ 2 22,500
3. Ordinary income. Subtract line 2 from line 1. If less than zero, enter zera............ 3 2,514,500 2,537,000
To compute the tax on ordinary income, apply the amount on line 3 to
the Tax Rate Schedule
(@) Tax from column 3 of the Tax Rate Schedule....................ccccceeeeeeeeennnnnn....| 4a | 4,500 4,500
(b) Ordinary income from line 3 aboVe.................coeeeeiiiiiiee e L 4D 2,514,500 2,537,000
(c) Amount from column 5 of the Tax Rate Schedule..................cccccovieeeeeeeeieean. Ac ... 90,000 90,000
(d) Excess. Subtractline 4c fromline 4b...............coooiiiiiiiiiiiii i 4d 2,424,500 2,447,000
(e) Percent from column 4 of the Tax Rate Schedule....................cc...coe.oe.......| 4e 9.4% 9.4%
() Multiply line 4d by iN@ 4€...........ooeiii oo | Af 227,903 230,018
(g) Tax on ordinary income. Add lines4aand 4f..................ccocoeeeeeeneeieeee 0 L 490 232,403 234,518
5. Taxon net capital gain. Multiply i@ 2 Dy 4.5%. ............cuuieeeeeiie e 5. 1,013
6. Alaskaincome tax. Add iN@S 4G and 5..........c.ccoeemuueiiiieii e 6. 233,416 234,518
7.  Enter the lesser of line 6, column A or B here and on Schedule A, line 4............ ’ 7 233,416
SCHEDULE E - OTHER TAXES
(AS 43.20.021)
vV A B
1. Alternative minimum tax from federal Form 4626............... la 277,778 x 18% 1b 50,000
2. Credit for prior year minimum tax from Form 1120,
Schedule J, i€ 4€...........oooiiiiiiiiiiii e .2a x 18% 2b | ( )
3. Other federal taxes (attach schedule)..................cocooeee . 3a....... x 18% 3b
4. Total other taxes. Add liNes 1b through 3h............ooooii i e e 4 50,000
5.  Alaska apportionment factor, from Schedule |, N 5...............ccooimi i e 5 0.250000
6. MUIIPIY INE 4 DY INE B.. .o e e e e e e 6 12,500
7.  S-Corporation corporate level taxes, see instructions (attach Schedule)..............coocooi i ’ .7 -
8. Addlines 6 and 7. Enter here and on SChedule A, lINE B........vve e e e e e > 8 12,500
Form 04-611 (Revised 12/1998) Page 3



Appendix C

Name: EIN:

Consolidated CORPs A & C

SCHEDULE F - CREDITS

1. Current year general business credit

(a) Current year federal general business credit (line 2, Part I, Federal Form 3800)............. V..., » .1a.| ...................... 55,556
(b) Current year federal investment tax credit (line 5, Part |, Federal Form 3468).10.{............ccccoooiiiiiiiiiiiiinii e,
(c) Current year credit for employer social security and Medicare taxes paid on
certain employee tips (line 6, Part |, federal Form 8846)...............ccceeunnne. AC i
(d) Current year trans-Alaska pipeline liability fund credit (line 1n, Part I,
federal FOrm 3800)... ... c.itit it Add.........
(e) Total of INes 1h throUGh Ld..... ... e e e e e et et et defl
(f) Current year general business credit. (Subtract line 1€ from 1a)...........ccoeeiiiiiiiiiiii e D L], 55,556
2. Alaska apportionment factor from SChedule |, INE 5........c.ciiiuiiiiiicii ettt e 2 s 0.250000
3. Multiply line 1f by line 2.... 13,889
4. Multiply line 3 by 18%....... A 2,500.. .....
5. Alaska general business credit carryover (attach schedule) 1.5 -
6. Tentative general business credit. Add INES 4 @NG B........c..iiiitiiiiiciicece ettt sre e B 2,500
7. Alaska income tax from Schedule A, lINE 4.........oe i e et e L 233,416
8. Other federal-based credits that reduce regular tax before the general business credit \ 4
(a) Nonconventional source fuel Credit............ouviiiiiiiiiiiie e Ba
(b) Qualified electric vehicle credit (line 13, federal Form 8834)...........ccccceeuennn. BB
(c) Total other federal-based credits. Add lines 8a and 8h.............coiiiiiiiiiiiiii e BC i -
9. MUILIPIY INE BC DY IINE 2.ttt h bt e et bt e e kbt e e kbt e et bt e e bt e e e ebbeeembe e e e bbeeabbeesbemmn e en O -
10. MURIPIY TINE 9 DY 180, ettt ettt ettt e et e e ek bt e e ek b e e e ea bt e e ek et e e ek b e e e ehb e e e ket e e embeeeambeaeabbeaeanbeame e na L0 e
11. Enter smaller of IN€ 7 08 INE LQ.. ... ... ittt et e e ettt e e et e e e e e e AL -
12. SUBLFACt [INE 1L FTOM TN 7. oottt e e e e e e e e et et e et e e e e e e e e e e e e e A2 233,416
13. If line 12 is greater than $4,500, enter 25% Of the EXCESS.. ... .. it ittt et e e a e aee s A3 57,229.|.....
14, SUDLrACt [INE L3 FTOM IINE L2.. e oot et e e e e ettt e et e e e e e e et et e e e e a s A4 176,187
15. ENter 1€SSer Of lINE 6 OF lINE L4 .. ... et et e e e e e e et et e e e e e e e e e e e e et e e e ean e Y 2,500
16. Total federal-based credits allowed. Add lines 11 and 15 and enter on Schedule A, line 6.............................] | Y RO 2,500
17. Alaska general business credit carryforward. Subtract line 15 from line 6
(DUt NOL 1ESS AN ZEIO) ... .t e '17 ............................

SCHEDULE G - ALASKA EDUCATION CREDIT
(AS 43.20.014)

A taxpayer is allowed a credit for cash contributions accepted for direct instruction, research and educational support purposes,
including library and museum acquisitions. Contributions accepted for endowment purposes are also eligible for the credit. The
contribution must be given to an accredited, nonprofit, two or four year public or private college or university in Alaska. Attach a
schedule if more than four contributions were made. The Alaska education credit may not exceed $150,000. A corresponding
deduction for the gross qualified contribution (line 1 amount below) is not allowed under 26 U.S.C. 170 for purposes of this return.

Contribution(s)
Payor Name of College or University Date Amount

CORP C UAA 7/1/98 200,000
1. Total qualified contributions. Enter the total of the qualified contributions but not more than $200,000.

Enter here and on FOrm 04-611 SChedule K, INE 2.........iui ettt ee e VA T 200,000
2. Enter lesser of $50,000 0r 50% Of lINE L.. ... oottt e et et e 2 50,000. ...
3. Subtract $100,000 from line 1. If less than zero, enter zero. Do not enter more than $100,000................cevveveen. L3 100,000
4. Total Alaska education credit. Add lines 2 and 3; enter here and on Schedule A, line 9 (maximum: $150,000)

but not more than the total tax reduced by incentive credits (Schedule A, line 7 less line 8)............ccccoveeveeiinnnn. LA 150,000. f...
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NAME: EIN:

Consolidated CORPs A & C

© 00

10.
11.

12.

SCHEDULE H - COMPUTATION OF ALASKA INCOME

. Federal taxable income (loss), Form 1120, line 28, or Form 1120A, line 24 as actually filed by

taxpayer or taxpayer's federal consolidated groUP............ouie ittt >| 1| 14,940,000
. Adjustments for combined reporting Affiliated taxpayers only. (Attach schedules - by company):

(a) Add: Form 1120, line 28 income (loss) of domestic unitary corporations not v

included in line 1 with 20% or greater U.S. factors.............ccoooiviiiiiiininineny ..2af......... (1,710,000)

(b) Add: Foreign unitary corporations with 20% or greater U.S. factors......................... 2b 1,500,000

(c) Add: FSC profit before federal exemption, DISC, and tax haven corporations.......... 2]

(d) Remove: Federal taxable (income) loss of nonunitary corporations

INCIUAEd INTINE L.\ ouue e e L2d)..
(e) Remove: Federal taxable (income) loss of unitary corporations included
in line 1 whose average U.S. factors are less than 20%................c.c..ce.e. .2el...... (4,400,000).........

(f) Intercompany eliminations (See INStrUCHIONS).........uvuiiiiieii e L2 (230,000)

(g) Total adjustments for combined reporting. Add lines 2a through 2f.............oi 200 (4,840,000)
. Net income before state modifications and adjustments. Add lines 1 and 2g...........ccooeiiiiiiieiiiiiiiiieeane .3 10,100,000
. Additions for items deducted in line 3 above (Attach schedules - by company):

(a) Taxes based on or measured by NEtINCOME............coiitiiiiiiiii e .. 4a 860,000

(b) Expenses incurred to produce non-business iINCOME. ..........couviiiniiiiiiiiniinnnn, 4b 1,000

(c) Federal charitable contributions from federal Form 1120, line 19..................coeeeee. LAC) 750,000.............

(d) Net section 1231 losses from federal Form 4797, line 11...........coooveiiiiiiiiiiiiinnn. LAdf 270,000................

(e) Other (attach detailed schedule by type).........ccoviiiiiiiiii LAel

(f) Total additions (add lINES 4a throUGh 4€).. . ... i i e L Af 1,881,000
CTotal. Add INES B AN Af ... e 5 11,981,000
. Subtractions for items included in line 3 above (Attach schedules - by company):

(a) Interest from obligations of the United States............ccoovieiiniiiiiniii e 6a 1,000

(b) Intercompany dividends between members of the water's edge group................... 6b

(c) Section 78 gross-up diVIAENAS. . ... ...uiiie i 6C 200,000

(d) 80% of dividends received from foreign corporations..............cocoeeeeeiieiiniinininninnnn. ...6d] 160,000

(e) 80% of royalties accrued or received from foreign corporations..................ccocoeene 6e 400,000

(f) Non-business income (attach detailed schedule by type)..........ccooooiiiiiiiiiii] L6 90,000......

(g) Federal Form 1120, line 8 capital gain income not included in line 6(f).................. 69 420,000

(h) Net section 1231 gains from federal Form 4797, line 12.............ccoiviiiiiiiinennn. 6h

(i) Other (attach detailed schedule by type).........cooviiiiiiiiii e ...61)......

() Total subtractions (add lines 6a through BL)..............oiiii i e e 6] 1,271,000
. Apportionable income (loss). Subtract line 6] from liNe 5. e 7 10,710,000
. Apportionment factor from Schedule |, INE 5. ... ... e e eaas ...8 0.250000
. Income (loss) apportioned to Alaska (Iine 7 tiMes lINE 8) ... ...uuiiiiin i e 9 2,677,500

Non-business income (loss) net of expenses allocable to Alaska (attach schedule by company and type)....... » L10) 10,000

Alaska Items:

(a) Alaska capital and section 1231 gain (loss) from Schedule J, line 20...................... l1laf............. (45,000)

(b) Alaska charitable contribution deduction from Schedule K, line 1Q..................cceene. 11b)... (81,000)

(c) Alaska dividends-received deduction from Schedule L...........c.coooiiiiiiiiiii . 1lc (24,500)

(d) Total (add lINeS 118 throUGN L1C)....cuie it ittt e e e e e ettt e e et et 11d (150,500)

Alaska taxable income (loss) before net operating loss. Add lines 9, 10 and 11d. Enter here and

ON SChEAUIE A, INE L. .o e e et e e e ettt e e e et e e e e e .12 2,537,000

SCHEDULE | - APPORTIONMENT FACTOR
v v
Compute to 6 Decimal Places A B C
Total Within Alaska Total Within & Without Alaska A divided by B
L Property... L. 32,000,000 100,000,000 | 3 | 2 | 0 |0 |0 |0
Payroll 2 7,140,000 28,560,000 | 2 | 5 | 0 |0 I0 |0
LSaleS. ] 25,200,000 140,000,000 | 1 | 8 | 0 |O I0 |0
. Total of lines 1, 2.and 3, COIUMN G e e et e et e e e e 4 | 7| 5 |0 |0 I0 |0
. Alaska apportionment factor. Divide line 4 by 3 (if less than 3 factors are used, see instructions).................. ’ =] ]...2 ].5..].0... ].0... l.0...]0..
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EIN:
Consolidated CORPs A & C
SCHEDULE J - ALASKA CAPITAL AND SECTION 1231 GAINS AND LOSSES
A B C
Section 1231 Gains and Losses Combined AK Factor Alaska Gain or (Loss)
Current section 1231 gains and (losses). If a loss enter the result on line 19...... | 1 (270,000) 0.250000 (67,500)
Alaska non-recaptured net section 1231 losses from prior years. Enter as a positive NUMDEE ...........uiieiieiiiiiiiiiiiiieieeieee e e e 2
If line 1C is a gain, subtract line 2 from line 1C, but not less than zero. Enter here and on line 15... .31
If line 1C is a gain, enter the lesser of line 1C or line 2 here and on line 19, otherwise enter ZerQ.............ccccoveveieieeieiieeiieinniieen fens 4
Short-Term Capital Gains and Losses
Total current short-term capital gains and (I0SSeS)...........cocvvevviiiiiininneennen]. 5 (110,000)
Non-business short-term capital gains and (I0SSeS)............ccocovvvviiiviencnnn 6
Apportionable STCG/(L). Subtract line 6 from line 5 and apportion...................f.. 2} (1.10,000) 0.250000 (27,500)
Non-business STCG/(L) allocable to Alaska.. 8
Alaska UNUSE CAPILAI 0SS CAIMYOVET. ... ...ttt e ettt e et ek bbbttt e e e e e et 9| ( )
Net short-term capital gain or (10ss), add lINES 7C, 8, ANU Q......vvviuiitieeieee et e et re e e e e et e e e e eeaeeaeeae e e 10]. (27,500)|
Long-Term Capital Gains and Losses
Total current long-term capital gains and (I0SSES).........ccceeuvieiiieiiieniiiiineenn o
Non-business long-term capital gains and (I0SSES).......c..c.vvvuviviviineininennenn e
Apportionable LTCG/(L). Subtract line 12 from line 11and apportion.. 0.250000 90,000
Non-business LTCG/(L) @lOCADIE t0 AIBSKAL . ..........ueeit ittt ettt et et ettt ae e e e e e e e e e e e e e e .14 (40,000)
(= I TaaToT0 a1 B o] I 1 T PP PPRPRPRURTPRPI I 5]
Net long-term capital gain or (10ss). Add lIN€S 13C, 14, AN 15......ccovuuiiiiiiit et et e e et e e ee e e e et e eeaee i eeean| e .16 50,000
Summary
Excess net short-term capital gain, line 10, over net long-term capital 10SS, IN€ L16.............vvuiieiiiiiiiiii e | 17| - |
Alaska net capital gain. Excess net long-term capital gain, line 16, over net short-term capital loss,
line 10. Enter here and 0N SCREAUIE D, N 2..........iiuiieii e e et et ettt e et et e et e e e e et et et e e e e e ee e e e e e 18 22,500
If line 1C is a loss, enter here, otherwise enter the amount from INE 4............uuiir i e e .19 (67,500)
Add lines 17, 18, and 19. Enter here and on SChedule H, N8 LLa .. ...ccieir ittt et ... 20].. (45,000)
SCHEDULE K - ALASKA CHARITABLE CONTRIBUTION DEDUCTION
[OIN g (=R e T Vg1 t= o] (=3 oTe 0T (] o1 U i ) 0 =P 1 500,000
Alaska Education Credit contributions from SChedule G, lINE L...........irniiriir ittt e e e e a e eeaee e 2 200,000
YU o3 (=Tedal [T Y= o1 4 I8 [T =1 N 3 300,000
Apportionment factor from Schedule 1, line 5. Corporations operating only in Alaska, enter 1.0. 4 0.250000
Current Alaska charitable contributions. MUltiply INE 3 DY lINE 4. ......iiiie i e e e e e e e 5 75,000
Alaska excess charitable contribution carryover from prior years. Enter as a positive NUMDEE. ..............ovviiiiiriieii e B 6,000
e Lo I TR TSR T T N J TR 7 81,000
Enter the sum of Schedule H, lines 9, 10, and 11a, but NOt I€SS thaN ZEIQ..........ccviii i e e aeeeee | 8 2,642,500
MUIPIY TINE 8 tIMES LOYA . 1.ttt etk et e oot e et oot e ettt e e ettt et et ettt e e ettt et e e e e et e e et e aeeeenes 9 264,250
Alaska charitable contribution deduction. Enter the lesser of line 7 or line 9 here and on Schedule H, line 11b..............ccccoevviivieinennns ...10) 81,000
Alaska excess charitable contribution carryover. Line 7 MiNUS INE L0.. .. .. ouuiiiiiiitiit it ettt ettt et e eees W11 -
SCHEDULE L - ALASKA DIVIDENDS-RECEIVED DEDUCTION (DRD)
. Dividend income included in Schedule H, i@ 3. e | 1| 510,000
. Less: Dividends not eligible for DRD (do not include any dividend in more than one line below):
(a) Intercompany dividends from Schedule H, line 6b..............ccooiiiii s -
(b) Section 78 gross-up dividends from Schedule H, liNn€ 6C..............ccooeveiiiiiniiniiiiiin ) 200,000
(c) 100% of dividends from foreign corporations. Divide Schedule H, line 6d ¥ .8....................... 200,000
(d) Dividends subtracted on Schedule H, line 6f as non-business income................c..cooviviiinnns 10,000
(e) Total subtractions (add lines 2a through 2d). 410,000
. Total. Subtract lINe 2 from N L... ..o e e e e e 3 100,000
. Apportionment factor from Schedule I, line 5. Corporations operating only in Alaska, enter 1.0.............vuiiriiiiriniineineeneen e fo 4 0.250000
. Apportioned dividends (MUltiply i@ 3 DY lINE 4)...... oo e et 5 25,000
. Add dividends allocable to Alaska included on Schedule H, [iN@ 1Q...........ccooiiiiiiiiiiii e e 6f...... 10,000
. Total dividends included in taxable income (add lINES 5 @Nd 6).........c.iuuiiniiiiii ettt eepe Zhoo 35,000
A B C
. DRD prior to limitations (segregate dividends in line 7 and multiply by proper %) Apportioned Dividends Percentage DRD (A x B)
(a) Dividends qualifying for 100% deducCtion...............cc.iieiiiuiiniinieiiieeeenes 8a 100%
(b) Dividends qualifying for 80% deduction..............ccc.oveuiieiiiiiiiiiiiiiiiiiee e ..8b)........... 80%
(c) Dividends qualifying for 70% deducCtion...............c.ueveiieiiiiiiiieiiiiei e ..8cf..... 35,000 70% 24,500
(d) Other, if applicable (enter % in column B)..........ccooveviiiiiiiiiiiiiieeieeeee e 8d
. Tentative dividends-received deduction. Add lines 8a through 8d, column C. Enter here and carry the deduction,
subject to IRC 246 limitation based upon Alaska taxable income, to Schedule H, line 11c (See iNStruCtions)............ccovuveireieieeiainannns ..9].. 24,500
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